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GOVERNMENT FINANCE OFFICERS ASSOCIATION 


Distinguished 
Budget Presentation 
Award 


PRESENTED TO 


City of Boston, 
Massachusetts 


For the Fiscal Year Beginning 
July 1, 1988 


“al Elun> Lyfy 1 L2€ 


President Executive Director 


The Government Finance Officers Association of the United States and 
Canada (GFOA) presented an award for Distinguished Budget Presen- 
tation to the City of Boston, Office of Budget and Program Evaluation 
for its annual budget for the fiscal year beginning July 1, 1988. 


In order to receive this award, a governmental unit must publish a bud- 
get document that meets program criteria as a policy document, as an 
operations guide, as a financial plan, and as acommunications medium. 


The award is valid for a period of one year only. We believe our current 
budget continues to conform to program requirements, and we are sub- 
mitting it to GFOA to determine its eligibility for another award. 
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SPECIAL NOTE 


In the program budgets which follow you will find many different per- 
formance criteria. These criteria include levels of service promised by de- 
partments, divisions, and program managers for FY91. The criteria listed 
for each program do not, however, generally repeat existing City perfor- 
mance requirements which apply to all City departments. Indeed, an extra 
effort has been made to ensure that performance criteria are relevant to the 
particular characteristics of each program in order to give the reader a sound 
understanding of the particular levels of service to be achieved as a result of 
the funding allocated to that program. 


In addition to the stated performance criteria, adherence to certain City- 
wide performance mandates is assumed. For example, the requirement of 
“operating within departmental spending authority” is an absolute. Like- 
wise, all departments are expected to adhere to the City’s Minority/Women- 
owned Business Enterprise policy highlighted in each departmental budget 
to reflect the City’s commitment to this important directive. 


Similarly, the City has, through the Goals process, established City-wide 
management goals which all departments are expected to meet. These City- 
wide goals relate to controlling sick leave usage, timely processing of ven- 
dor payments, minimizing absenteeism due to industrial accidents, and 
implementing managers’ performance appraisal. Departments are expected 
to meet these goals even if no specific performance objectives are noted in 
their budgets. Statistics on each deaprtment’s achievement of these goals 
are published quarterly, in addition to the other performance criteria. 


The purpose of program budgeting and program evaluation is to focus 
attention and responsibility directly upon program performance, and it is the 
City’s intent to concentrate on that objective. 


TECHNICAL NOTE 


The City of Boston Fiscal Year 1991 Operating Budget was electroni- 
cally published using Xerox Ventura Publisher 2.0 with Professional Exten- 
sion, a professional page layout and document composition system. 
Graphics were produced using LOTUS Freelance Plus 3.01. 


All production was done within the Office of Budget and Program Eval- 
uation, with technical development and support from Paul Parisi of Ideas In- 
Print, Inc., and hardware support from the City of Boston, Management 
Information Systems Division. Special thanks to Allan Stern and Mike 
Hermon in MIS. 
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CITY OF BOSTON - MASSACHUSETTS 


OFFICE OF THE MAYOR 
RAYMOND L. FLYNN 


TO THE CITIZENS OF BOSTON 


Fellow Citizens: 


What follows is the Final Fiscal Year 1991 Operating Budget 
for the City of Boston and the County of Suffolk, as adopted by 
the City Council and approved by me. 


The Fiscal Year 1991 budget provides appropriations which 
are supported by available revenues. Although these revenues 
increase only 2.7 percent over FY90 levels, they are based upon 
an aggressive effort to enhance the limited revenue sources 
available to the City. This effort is necessary to offset the 
failure of the Commonwealth to maintain its commitment to 
provide local aid as an essential component of municipal 
Einancing. 


Within the limits of available resources, my priorities for 
the coming year are public safety, youth services, education, 
and health care. This budget increases the current number of 
uniformed police officers and maintains the number of uniformed 
firefighters. The budget fully funds City responsibilities and 
initiatives outlined in the Police Department's Anti-gang 
Violence Strategy. 


The budget includes a 27 percent increase in funding for 
County correctional facilities. The City is bearing this 
enormous additional cost despite past commitments that the 
Commonwealth would assume all county government costs. This 
funding is essential, however, if we are to maintain a criminal 
justice system that supports the front line work of the Boston 
Police Department to rid our streets of crime and violence. 


This Budget supports seven youth initiatives outlined in 
the Safe Neighborhood strategy, which includes: 


A Youth Fund to finance a wide range of proposals including 
parent training and monitoring, parent drop-in centers, 


BOSTON CITY HALL « ONE CITY HALL PLAZA * BOSTON * MASSACHUSETTS 02201 * 617/ 725-4000 
© Qe: 


oc. 

ie | 

iy 

) 

a! *7 
a) 
iy 
e 

7 nh 


ag 
; i 
I i { va 
‘ 
mitts j i | 
5 ? 7 
i ett 
{ a [ 
ig j 
e F 
m Ie 
ah 
7 
1 
\ 
d 
i 
f 
alts 
ah? 
r 
¢ 
' ve 
- ns 
J 
rey 
é 
| : 
j ‘vy ‘ ? 
5 >: rh y 
° ele 


“y ® fe 


ti y 


7 
i 4 Wy ; 
a iV ae 


ay i] a 


(jee i. wip Aa 
oe 
pA i seats 3 , 
be W Tet es 5 
eS 


Pee ei a 


-2- 


drug education and violence prevention campaigns, parent 
and teen hot lines, improved coordination of existing 
services, and other innovative ideas to help families and 
neighborhoods play an active and responsible role in 
eliminating gang violence. 


Increasing the number of peer leaders and adding additional 
youth advocates to support them. 


Doubling the number of street workers who will work 
directly with youth, other residents, and public and 
private organizations to address the problems of drugs and 
violence at the neighborhood level. 


Extending the hours of recreation programs to provide night 
time recreational alternatives for the City's youth, 
including nontraditional programs such as a Late Night 
Basketball League. 


Establishing a Youth Development Center to provide 
internships and other learning opportunities to nurture 
young people as tomorrow's leaders. 


Funding a violence prevention program to work with 
neighborhood groups and organizations throughout the City 
on strategies and techniques to reduce violence among our 
young people. 


Providing young people with meaningful work experiences 
during the summer months by fully funding the summer job 
component of the Boston Youth Campaign. With support from 
the Private Industry Council, we will increase the number 
of jobs available to youth in the coming year. 


Forty-five percent of all the additional dollars received 
by the City in FY91 will go to the School Department, 
increasing the School Department's share of total City revenue 
for the fourth consecutive year. This increase reflects the 
City's continuing commitment to providing sound education which 
is the key to opportunities for our young people. 


The physical rebuilding of Boston City Hospital must be 
accompanied by a continued commitment to funding for essential 
health care services. This budget provides a $5.6 million 
increase in the budget of the Department of Health and 
Hospitals. These funds will be used to provide additional 
maternal and child health care, expanded AIDS services, 
additional services for the homeless, and an expanded violence 
prevention program. 
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In order to provide funding for these critical priorities, 
I have again for the second time in as many years had to reduce 
a great many departmental appropriations. These reductions 
include Arts and Humanities (-8.8%), Business and Cultural 
BLoCarrs (—10,4%)> OBPES(—10.8%), Elderly §(—4.6%), Capital 
Planning (-2.2%), Consumer Affairs (-5.6%), Human Rights 
(-4.0%), Library (-1.8%), Licensing Board (-9.8%), Neighborhood 
See CeSsa (4), 0% ) erat ksm(t-0..5%)) yerOl1CveOCLICemim ll. 3%), 
Mayor's Office (-3.4%), Press Office (-10.2%), PFD (-8.6%), 
Public Works (-3.7%), Rent Equity (-3.9%), and Retirement Board 
(-6.2%). The City cannot continue to tolerate this level of 
reductions. Over the past two years, 42 departments or 
divisions have had their budgets reduced. We must continue to 
work together to advocate for new recurring revenue sources for 
Boston, and for all other cities and towns. 


The FY91 budget is stringent, yet it addresses the 
priorities of this Administration and the people of the City of 
Boston. It funds all obligations and builds upon 
accomplishments. 


Additional copies of the Budget can be obtained from the 
Office of Budget and Program Evaluation, Room 812, City Hall. 
Your suggestions on ways to improve the budget in future years 
are always welcome. 


incerely, 


Raymogd L. Flynn 
Mayor 
City of Boston 
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EXECUTIVE SUMMARY 


The Fiscal Year 1991 Operating Budget represents 
the sixth consecutive balanced budget for the City 
of Boston, reversing a history of chronic over- 
spending which included ten consecutive years of 
deficits. 


A balanced budget for FY91, however, has been 
achieved only through careful targeting of expen- 
ditures to support critical priorities, a second year 
of reduced appropriations for many City depart- 
ments, additional steps to streamline the operation 
of City government, and aggressive efforts to max- 
imize all currently available revenue sources. 


MAYORAL PRIORITIES 


The FY91 Budget represents a 2.7 percent, or 
$36.3 million, increase over the current fiscal year. 
Increases in funding to support youth service and 
health care priorities have been achieved only by 
reducing expenditures in other areas. The FY91 
Budget focuses all available resources on public 
safety, youth services and education, and health 
care. Of the additional $36.3 million of revenues 
anticipated in FY91, approximately 45 percent will 
be allocated to public education and 30 percent will 
be used to cover increased correctional and public 
safety costs. 


Public Safety. County correctional expenditures 
will increase by 27 percent, or $6.3 million, follow- 
ing a 19 percent increase in FY90. FY91 is the first 
full year of operation for the new Nashua Street 
Jail. The Jail represents at least 128 additional 
beds for pretrial inmates. After court approval for 
double bunking, 200 more inmates can be housed. 


Staffing for the Penal Department is increased in 
anticipation of the opening of the new South Cove 
facility which will replace Deer Island in the fall of 
1991. South Cove will house 832 medium security 
male and female inmates. This is a 132 bed expan- 


sion from Deer Island capacity. Additional spend- 
ing on corrections reflects the substantial increase 
in the number of inmates who must be incarcer- 
ated. At Deer Island, for example, total inmate 
count in July 1989 averaged 669. In March 1990, 
this number had increased to 723. 


This budget will increase the current level of uni- 
formed police officers and maintain the current 
number of uniformed fire officers in the City of 
Boston, reflecting the essential nature of this criti- 
cal responsibility of City government. The budget 
supports a class of 100 new police officers in July 
and two classes in the second half of the fiscal year. 
Funding is also included for support staff for two 
new Police Department facilities, the new Jamaica 
Plain Police Station, and the Mobile Operations 
Center on Edgewood Street in Roxbury. 


This level of police staffing means that the Depart- 
ment will equal pre-Proposition 2 1/2 staffing lev- 
els for the second year since 1980. The Police 
Department budget contains funding to fully im- 
plement the City’s responsibilities outlined in the 
Mayor’s Anti-Gang Violence Strategy, including 
establishment of the Anti-Gang Violence Unit 
(AGVU), anew Gang Intelligence Unit, aggressive 
Neighborhood Crime Watch organizing efforts, the 
creation of a crime watch hot line, and continued 
contact between neighborhood organizations and 
the AGVU. 


This budget provides continued funding for 40 new 
fire fighters hired near the end of FY90 as well an 
additional class of approximately 40 firefighters in 
the late fall. This staffing allows the Department to 
maintain its target of 300 fire fighters on duty at all 
times. The Fire Department will also replace one 
pumper truck in FY91 as part of the City’s Five- 
Year Capital Plan. Again in FY91, the average age 
of Department fire apparatus will remain below 
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four years due to recent aggressive efforts to re- 
place older equipment. 


The commitment to adequate staffing for the Fire 
Department is reflected in the more than 30 percent 
decline in the number of multiple alarm fires since 
FY87. Quick response has helped to get more fires 
under control more quickly. 


Youth Services and Education, In response to the 
high levels of gang and drug related violence in the 
City, and the need to provide young people with 
services and support to discourage gang-related ac- 
tivity, this FY91 Budget includes funds to support 
seven new initiatives outlined in the Mayor’s Safe 
Neigborhood Plan. These critical priorities, de- 
fined by community leaders throughout the City as 
essential to providing crisis intervention, include: 


- A Youth Fund to finance a wide range of pro- 
posals including parent training and mentor- 
ing, parent drop-in centers, drug education 
and violence prevention campaigns, parent 
and teen hotlines, improved coordination of 
existing services, and other innovative ideas 
to take action at the family and neighborhood 
level to solve the problems of drugs, guns, 
and violence. 


Increasing the number of young people identi- 
fied as peer leaders and adding additional 
youth advocates to support them. The peer 
leader program assists the many responsible 
young people in the City to encourage other 
youth toward positive work, educational, and 
recreational activities. 


- Doubling the number of street workers who 
work directly with youth, other residents, and 
existing public and private organizations to 
address the problems of drugs and violence at 
the neighborhood level. 


Extended Recreation Program to provide 
night time recreational alternatives for the 
City’s youth. Funding will support facility 
and staff costs associated with recreation pro- 
grams in the late evening. 


- A Youth Leadership Development Center to 
provide internships and other learning oppor- 
tunities to nurture young people as 
tomorrow’s leaders. 


- A violence prevention program which will en- 
compass school and community based educa- 
tion, as well as prevention and treatment 
services, and technical assistance to commu- 
nity organizations addressing the issue of vio- 
lence in individual neighborhoods. 


- Continued City funding to support an ongo- 
ing Boston Youth Campaign. The summer of 
1989 represented a major success in provid- 
ing Boston youth with positive work experi- 
ences. The funds included in this budget to 
support the FY91 Youth Campaign level will 
provide summer jobs for youth performing 
valuable services for the City. 


Boston is dealing with the consequences of years of 
reductions in needed social programs at the federal 
level, coupled with recent reductions and the po- 
tential for wholesale dismantling of essential state 
services, by directing every available City dollar 
toward these critical needs. At the same time, it 
must be recognized that even existing City youth 
services are vulnerable in in FY92 without substan- 
tial new City revenue sources. 


In FY91 Boston’s municipal agencies will spend an 
estimated $37.6 million, not including spending by 
the School Department, to support the City’s youth. 
See Figure 1. A more detailed description of the 
wide range of activities and services included in 
this total amount is included in the “Youth Ser- 
vices” chapter in this Volume. 


The School Department will receive an increased 
share of total City revenue for the fourth consecu- 
tive year. The 4.4 percent increase in the School 
Department budget in FY91 is particularly signifi- 
cant in light of the fact that the School budget now 
represents 34.7 percent of all departmental appro- 
priations. The $16.2 million increase represents 
nearly half of all new funds available to the City 
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and reflects the importance the Mayor places on 
educating Boston’s children. Over a two year pe- 
riod, the School Department has received a $42.4 
million (12.4 percent) increase in appropriations. 


Health Care. The City’s Department of Health and 
Hospitals addresses the medical needs of Boston’s 
most indigent citizens. Increased demand for am- 
bulatory and inpatient care at our three City hospi- 
tals is directly linked to cutbacks at the state level 
in funding for drug abuse treatment, preventive 


REDUCED APPROPRIATIONS AND 
COST-CUTTING INITIATIVES 


ntin nding R tions, The Fiscal Year 
1991 operating budget includes reductions over 
prior year appropriations for more than three-quar- 
ters of all operating departments or accounts. The 
average reduction is 6.6 percent. Nearly all of 
these same departments suffered reductions in 
FY90 as well. Altogether, 42 departments or divi- 
sions will have experienced reductions in their ap- 
propriations over a two year period. Additional 
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PARKS & RECREATION 
COMMUNITY SCHOOLS 


JOBS AND COMMUNITY SERVICES 


BOSTON PUBLIC LIBRARY 


DEPARTMENT OF HEALTH AND HOSPITALS 
BOSTON POLICE DEPARTMENT 


SUFFOLK COUNTY JAIL 


BOSTON HOUSING AUTHORITY 


TOTAL 


BOSTON PUBLIC SCHOOLS 


$4,427,000 
108,000 
1,232,000 
9,853,600 
1,874,400 
1,950,000 
16,748,000 
503,200 
45,000 
832.000 
$37,573,200 


$389.800.000 
$427,373,200 


(Unless indicated otherwise, non-School amounts include general fund and external sources managed by the City of Boston.) 
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health care, nutrition, housing, teen pregnancy pre- 
vention, and income maintenance programs. 


While the proposed appropriation for the Depart- 
ment of Health and Hospitals will require DH&H 
staff to continue efforts to carefully manage avail- 
able funding, the $5.6 million increase will support 
expansion of maternal and child health, AIDS 
treatment, and homeless services. 


cuts simply cannot be sustained without significant 
negative impacts upon important City services. 


Cost Cutting Initiatives, In response to reductions 


in local aid in FY90, Mayor Flynn instituted a va- 
riety of measures to ensure that departmental 
spending related only to essential activities. These 
included requiring more detailed departmental 
spending plans, a freeze on non-essential travel, 
eliminating virtually all expenditures for furniture, 
a review of and reduction in the City’s passenger 
vehicle fleet, and more formal ongoing review of 
proposed expenditures and personnel transactions. 
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The FY91 budget reflects implementation of sev- 
eral consolidations of City departments announced 
last fall. The Office of Jobs and Community Ser- 
vices (OJCS) has been merged with the Economic 
Development and Industrial Corporation. 


The budgets of the Human Rights, Fair Housing, 
Emergency Shelter, Women’s and Persons with 
Disabilities Commissions are shown separately. 
However, the Mayor will assign one of the existing 
department heads responsibility for facilitating 
joint efforts to consolidate support functions. This 
new coordination, as well as relocation of these 
agencies to adjacent office space, will mean that 
available funding can be used more efficiently, thus 
resulting in improvement in the amount and quality 
of services delivered. 


The Workers’ Compensation Service has been 
brought into the Administrative Services Depart- 
ment. This consolidation, coupled with a small in- 
crease in funding, will improve management of 
workers compensation claims and should assist the 
effort to reduce workers’ compensation costs for all 
City departments. 


Increased costs for employee health benefits are of 
significant concern. Boston has successfully ap- 
pealed the mandated cost to municipalities as em- 
ployers under the Commonwealth’s Universal 
Health Care statute. A favorable ruling from the 
State Auditor eliminated $250,000 in potential in- 
creased cost in FY90. In FY91, the City will again 
be soliciting competitive bids to provide employee 
health care insurance and services with the objec- 
tive of limiting cost increases in FY92. 


Further efforts to stabilize health care costs include 
establishing an internal Insurance Review Com- 
mittee to assess current contracts, cost control mea- 
sures, and reasons for increased costs, and identify 
innovative models for reducing costs. The Com- 
mittee will consult with the Health Benefits and In- 
surance Division as to how best to control 
expenditure increases in the future. 


In addition, a new Director of Risk Management 
position within the Administrative Services De- 
partment will coordinate efforts across all City de- 
partments to review and evaluate ways to reduce 


injury and property losses, and minimize exposure 
to a variety of potential increases in health, liability 
and property insurance costs. 


INCREASING AVAILABLE REVENUE 
SOURCES 


Funds supporting the proposed budget reflect the 
City’s traditional revenue sources: property and ex- 
cise taxes, departmental revenues, and local aid. 
Property and excise tax revenues will increase by 
$25.8 million. 


For the second year in a row a diminishing share of 
total City revenue will come from state cherry 
sheet distributions. In FY91 state distributions 
represent 28 percent of total revenues, down from 
32 percent in FY89 and 29 percent in FY90. This 
drop in an essential revenue is offset by increases 
in Health and Hospital revenues due to increases in 
reimbursement rates and growth in reimbursable 
services, and increased appropriations from the 
budgetary fund balance. 


Departmental revenues have dropped. Substantial 
reductions are projected in certain settlements and 
rentals, income from building permits, and prior 
year reimbursements from the Commonwealth 
under the School Building Alternative Funding 
mechanism. These declines are partially offset 
through increased revenues from proposed 
changes in fees, fines, and charges. There will also 
be additional revenue generated as a consequence 
new efforts to promote public safety, and enhance 
traffic flow on City streets. With construction be- 
ginning on the Central Artery/Third Harbor Tunnel 
project in the coming year, these efforts will help to 
assure that general traffic, as well as emergency ve- 
hicles, move freely on Boston streets. 


An updated “free cash” certification in April 1990 
makes available to the City an additional $26.1 
million in budgetary fund balance. The Mayor 
proposes to spread appropriation of these funds be- 
tween FY90 and FY91. The budgetary fund bal- 
ance reflects the prudent management of the City’s 
fiscal affairs during the recent period of very strong 
economic growth. Dependence on these revenues 
has been relatively consistent during the past few 
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years. Appropriations of free cash have amounted 
to $13.4 million in FY88, $15.0 million in FY89, 
$20 million in FY90, and $19.9 million in FY91. 


OUTLOOK FOR THE FUTURE 


The FY91 budget reflects continued tightening of 
expenditures as a result of limited revenues. A 
somewhat longer term view of the City’s financial 
prospects must recognize that Massachusetts is ex- 
periencing an economic slowdown that should 
level off in 1990. Boston will be the site for a num- 
ber of major new private, as well as public, con- 
struction projects in the next two to three years. 


Seven major private projects are already in the 
BRA’s production pipeline including a major ex- 
pansion of the Prudential Center, One Lincoln 
Street, the second phase of International Place, and 
Olmsted Plaza. These new projects alone will add 
to the base upon which the property tax levy is cal- 
culated, as well as creating a spinoff strengthening 
of the local economy. 


Revenues attributable to increasing enforcement 
by the Department of Transportation in order to im- 
prove public safety and traffic flow on City streets 
will also grow in FY92, due to the lag between en- 
forcement efforts and fine increases and actual re- 
ceipts. About one-third of revenues in any given 
year are the result of enforcement work in the pre- 
vious fiscal year. 


While state revenues may take some time to reflect 
renewed expansion, FY92 should see growth in 
major state revenues when compared with declin- 
ing or relatively flat levels in FY90 and FY91. The 
question is whether the Commonwealth can move 
beyond political deadlock to both recognize critical 
municipal dependence on reasonable growth in 
cherry sheet distributions. Recognition of the crit- 
ical role which local aid plays is essential. Without 
it, City service levels will fall significantly. With 
adequate levels of local aid and alternative sources 
of revenue reinforcing the City’s commitment to 
maximize its own revenue sources, Boston will 
have the resources to respond effectively to the 
very real needs of its citizens. 
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YOUTH SERVICES 


In FY91 the City of Boston expects to spend $37.6 
million to provide a wide range of services to 
Boston’s young people. While these expenditures, 
summarized in Figure 1, include seven new Safe 
Neighborhoods initiatives to address the needs of 
young people confronting an exceptional period of 
violence on City streets, they also reflect a broader 
range of youth services to be provided by the City 
of Boston. 


SAFE NEIGHBORHOOD INITIATIVES 


The Mayor’s Safe Neighborhoods Plan to end gang 
violence and provide hope and opportunity for 
young people in Boston includes three elements: 
coordinated law enforcement and criminal justice; 
improved economic opportunities; and recognition 
of community and family responsibilities. This 


Plan, developed in consultation with residents 
from every neighborhood in the City, is supported 
by seven critical youth related initiatives funded in 
the FY91 Budget. (See Figure 2.) These initia- 
tives are described below. 


1. The Youth Fund. Many innovative ideas to fos- 
ter family and community responsibility for reduc- 
ing criminal behavior have been suggested by 
individuals throughout the City as the Safe Neigh- 
borhood Plan has emerged. There is, for example, 
a need for more parent counseling and parent 
mentoring to help young families overwhelmed by 
the challenge of parenting. There has been a call 
for additional training for youth, parents, and other 
adults on violence prevention techniques. Hotlines 
for parents and teens can be an effective way of re- 
sponding to crisis situations. Reformed gang 
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$4,427,000 
108,000 
1,232,000 
9,853,600 
1,874,400 
1,950,000 


DEPARTMENT OF HEALTH AND HOSPITALS 
BOSTON POLICE DEPARTMENT 
SUFFOLK COUNTY JAIL 
BOSTON HOUSING AUTHORITY 
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16,748,000 
503,200 
45,000 
832.000 
$37,573,200 


89 800,000 
$427 373,200 


BOSTON PUBLIC SCHOOLS 


(Unless indicated otherwise, non-School amounts include general fund and external sources managed by the City of Boston.) 
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members present a powerful message about the 
costs of criminal behavior. Assistance could be 
provided to nurture the development of block asso- 
ciations, neighborhood networks, and youth 
groups formed to address both the impact and the 
root causes of violence among youth. 


The Mayor will establish a $500,000 Youth Fund to 
support these and other ideas to help families and 
neighborhoods take responsibility and deal more 
effectively with youth violence. The Fund is a sep- 
arate appropriation designed to provide seed 
money, respond to neighborhood initiatives, and 
further encourage innovative ways of addressing 
the problems of drugs and violence as people 
throughout the City work together on these issues. 


2. Violence Prevention. The Department of Health 
and Hospitals will receive an additional $300,000 
to provide violence prevention training and pro- 
gramming in the coming year. The Department has 
already developed, under a federal grant whose 
funding will soon expire, a ten session curriculum 
for high school students, and has worked with over 
70 agencies in Roxbury and South Boston to train 
parents and services providers to help youth avoid 
violence. New funding will provide the Depart- 
ment with the capacity to build upon the pilot proj- 
ect by expanding its violence prevention network. 


3. Expanded Peer Leader Program. The City op- 


erates a successful peer leader program that uses a 
street based network of youth advocates and young 
people identified as peer leaders to reach out to 


other youth in need of services, support, and struc- 
tured activities. Some of the most effective voices 
in defining the problems facing youth and propos- 
ing solutions to criminal activity are young people 
themselves. The Mayor proposes to fund peer 
leaders, as well as additional youth advocates, in 
the coming year, and to redeploy City resources to 
ensure maximum reinforcement of the comprehen- 
sive Safe Neighborhoods strategy. This expansion 
more than doubles the present number of peer lead- 
ers currently involved in this program. 


4. Youth Leadership Development. In addition to 


expanding the number of peer leaders, the Mayor 
proposes additional funds to establish a Youth 
Leadership Development Center which will pro- 
vide internships and other learning opportunities to 
them as tomorrow’s leaders. The Center would 
also serve as a central coordinating location for all 
City-wide youth programs. The Mayor proposes 
$60,000 to support this initiative. 


5. Additional Street Workers. The Mayor proposes 
to double the number of City street workers. There 
is a clearly identified and agreed upon need for 
more staff to work with young people themselves, 
neighborhood organizations, non-profit agencies, 
and government to better coordinate services, to 
provide an immediate link between youth or their 
families and existing services, to further identify 
and articulate new needs, and to help neighbor- 
hoods themselves meet these needs. 


SAFE NEIGHBORHOODS YOUTH INITIATIVES 


THE YOUTH FUND 
VIOLENCE PREVENTION 


$500,000 
300,000 


EXPANDED PEER LEADER, YOUTH ADVOCATE, 


AND STREET WORKER PROGRAMS 
YOUTH LEADERSHIP DEVELOPMENT 


EXTENDED RECREATION 
FY91 YOUTH CAMPAIGN 


715,200 
60,000 
110,000 
4.427.000 
$6,112,200 
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_ Exten tion. Youth need positive re- 
creational alternatives during hours when current 
recreational facilities are closed. The Mayor pro- 
poses $110,000 to expand hours at three existing 
community youth facilities and to implement non- 
traditional programs such as a Late Night Basket- 
ball League. 


27. FY91 Youth Campaign. Well-supervised sum- 


mer jobs provide a positive work experience and 
give young people a sense of worth and self-es- 
teem, as well as providing useful services to the 
City. The FY91 Budget includes funds to fully 
support the summer jobs component of the Boston 
Youth Campaign. These jobs respond directly to 
the Safe Neighborhoods Plan’s call for expanded 
economic opportunities for impacted neighbor- 
hoods. Working with the Private Industry Council, 
the City pledges to increase the number of jobs 
available in the coming summer. 


The FY91 budget is constrained by limited reve- 
nues as a consequence of the state’s failure to pro- 
vide necessary local aid. The seven initiatives 
included in this budget represent essential priori- 
ties that are funded by shifting resources from other 
areas. To the extent that additional recurring reve- 
nue sources are secured, the Mayor is committed to 
expanding City support for these and other pro- 
grams identified by the community as important in 
addressing the problems of drugs and youth vio- 
lence in Boston. 


ADDITIONAL YOUTH SERVICES 


Augmenting the new initiatives of the Safe Neigh- 
borhoods Plan are a range of services delivered by 
many City departments, which fill a broad range of 
needs to a variety of age groups. The City’s pro- 
posed FY91 budget contains over 100 promised 
service levels directly related to youth. (See Figure 
3.) 


Library Services. The Boston Public Library has 
programs for all ages ranging from toddler and pre- 


school story telling to the Higher Education Infor- 
mation Center that sponsors career planning 
workshops for junior and senior high school stu- 
dents. Nearly 500,000 books, 30 percent of the 


Library’s total circulating collections, are aimed at 
children and young adults. Each of the 25 branch 
libraries has a children’s and young adult collec- 
tion. Children’s librarians make 1,600 visits to el- 
ementary and middle school classrooms each year 
to encourage use of library services. Classes are 
also invited to visit branch libraries. Several librar- 
ies have programs aimed especially at Hispanic 
and Southeast Asian children. 


Young adult programs provide summer job assis- 
tance, film programs, creative writing workshops, 
and book discussion groups. Over 220 programs 
reach an estimated 3,600 youths living in Boston 
and the surrounding area. The Library also orga- 
nizes Parent Discussion Groups which focus on 
child development issues, as well as the effect of 
parenting responsibilities on their own lives. 


Education and Job Training. The Office of Jobs 


and Community Services (OJCS) assists dropouts 
and “at-risk” youth (potential dropouts) in the Bos- 
ton Public Schools with continuing their education 
by providing them with educational and counseling 
services. Working with Community Schools, 
OJCS offers GED training to older youth who want 
to earn a high school equivalency diploma. 


The City Roots Alternative High School in seven 
sites provides alternative education options for 140 
students in nontraditional settings. The Back-to- 
School Transitional Middle School plans to work 
with 60 students in the coming year. In FY89, 830 
“at-risk” youth and dropouts were encouraged to 
stay in orreturn to school, earn a high school equiv- 
alency diploma, enter the military, or participate in 
other vocational training programs. 


A specially targeted program, the Pregnant and 
Parenting Teen program (PPT) provides young 
parents and expectant mothers with job training, 
counseling and education in a format which takes 
into account the particular needs of teenage par- 
ents. 


Juvenile Crime Prevention, Since it was started in 
July 1987, about 900 “at-risk” individuals have 
participated in the Jail Brake program at the Suf- 
folk County Jail. This four hour program gives 
youth a taste of the experience of being an inmate 
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with the associated loss of personal liberty and pri- 
vacy in a controlled environment. Jail Brake is 
used to educate youth about the consequence of 
even one criminal act and targets “‘at risk” referrals 
from high schools, community schools, juvenile 


dealing with peer pressure, consequences of drug 
abuse, and positive alternatives to drug use. 
SPECDA/DARE is provided to public and paro- 
chial schools in Boston and is planned to reach 
9,800 children in FY91. 


EXAMPLES OF FY91 YOUTH SERVICE 
PERFORMANCE LEVELS 


COMMUNITY SCHOOLS will: 


¢ Serve 2,500 day campers at 20 locations 


« Enroll 140 youth in the City Roots Alternative High School at 7 sites 
« Provide after school tutoring to 575 elementary school students 


« Provide counseling to 100 families 


« Include 405 children in after school child care 
« Serve 600 campers in the Camp Joy summer program 


DEPARTMENT OF HEALTH AND HOSPITALS will: 
¢ Provide 12,000 primary clinic care visits in pediatrics 


- Treat 58 new pediatric AIDS patients 


« Provide 9,416 maternal care patient visits 
« Screen 27,000 children for lead poisoning 


* Give 90 pregnant teens access to a range of coordinated services 
¢ Serve 2,250 families in the Childhood Injury Prevention program 


BOSTON PUBLIC LIBRARY will: 


* Send children’s librarians to 45% of all public and private school classes (grades 1-8) 
¢ Offer 67 programs for young adults and 3,540 programs for children 


PARKS AND RECREATION DEPARTMENT will: 


« Offer 16 field days or park openings and 3 City-wide special events 
« Complete 110 neighborhood park visits with staff 


¢ Maintain 86 ball fields 


* Offer 550 environmental education programs and tours 


¢ Offer 40 sports clinics 


(These examples are taken from promised service levels in Volumes II-III of the Proposed Budget) 
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court, housing projects, and probation officers. All 
students assigned to the Boston Public School’s 
Barron Assessment Center participate in the pro- 
gram. 


The Boston Police Department’s SPECDA/DARE 
(School Program to Educate and Control Drug 
Abuse/Drug Abuse Resistance Education) pro- 
vides 5th and 6th graders with information about 


Recreational Services. The Boston Parks Depart- 


ment maintains 192 parks with ballfields, play- 
grounds, and tot lots, as well as open space, for 
recreational activities. The Department offers ex- 
tensive year-round programming and recreational 
activities for City youth and their families. 


In the coming summer, Parks staff will visit two to 
four different neighborhood parks five days a week 
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for nine weeks providing arts, crafts, and sports 
events. SoxTalk, for example, brings Red Sox 
players to neighborhood parks to teach baseball 
fundamentals and talk about teen issues. The Parks 
Department offers sailing at Jamacia Pond and the 
Courageous Sailing Center, and “Fun Night” and 
music series. Winter activities include the return of 
ice skating to the Boston Common. Park Rangers 
Carry out an environmental education program in 
eight different schools a week for six weeks and in 
the Olmsted Parks and Harbor Islands. 


Year round recreational activities are offered in 
Boston’s 34 Community Schools which include 19 
pools and 29 gymnasiums. There are over 45,000 
visits to Community Schools facilities each month, 
as well as more than 200,000 visits to pools each 
year. Community Schools will serve 2,500 youth 
at 20 day camps in the coming summer. Six hun- 
dred children will attend Camp Joy, a summer 
camp for children with disabilities. 


Community Schools operates the Boston Neigh- 
borhood Basketball League (BNBL), and through 
its Youth Services program will provide outings 
and other special recreational activities for over 
1,000 teens each month. 


Health Care, Boston City Hospital provides health 
care for all ages, but children and youth are a focus 
of many acute, primary, and community health pro- 
grams. BCH expects over 1,800 pediatric admis- 
sions in FY91. These children and youth will 
receive nearly 9,900 days of patient care. An esti- 
mated 12,000 children will make Primary Care Pe- 
diatric visits, and 7,200 will make Specialty Care 
visits. 


The number of children with AIDS and HIV-re- 
lated diseases is increasing. The HIV pediatric 
clinic expects to treat 58 new patients in the coming 
year. It will also provide day care for 12 HIV in- 
fected children. 


The Healthy Baby Program enrolls and provides 
services to 1,000 pregnant women who are at risk 
of delivering low birthweight babies or other poor 


pregnancy outcomes. A pilot program provides 
parent mentoring for teenage parents. Three hun- 
dred families are served by the Healthy Child pro- 
gram. An estimated 250 teens will receive services 
at the newly opened Brighton High School health 
clinic. 


The Department operates a major lead poisoning 
prevention program, screening over 27,000 chil- 
dren for lead poisoning, and working to remove 
lead exposure when poisoning is found. A pilot vi- 
olence prevention program has trained school 
teachers, developed a media campaign, and 
worked with community groups and service agen- 
cies in two neighborhoods — Roxbury and South 
Boston. 


Social Services. Community Schools is a major 
provider of social services to youth in the City of 
Boston. It will support over 400 after school child 
care slots, 226 Tiny Tot child care slots, and 267 
pre-school child care slots in the coming year. It 
will provide five Special Needs Integration Pro- 
gram (SNIP) sites to involve disabled children and 
young adults in regular Community Schools pro- 
grams. Community Schools serves 675,000 break- 
fasts and lunches to youth involved in summer day 
camp and other activities. It will provide 100 com- 
munity counseling slots for family counseling, as 
well as offering counseling to 350 families of “‘at- 
risk” youth referred to its Hope in Progress pro- 
gram. 


This brief overview of the broad range of services 
to be provided by the City reflects a strong founda- 
tion of commitment to Boston’s young people. It 
provides a base upon which to build a Safe Neigh- 
borhoods Plan which brings youth, parents, neigh- 
borhood organizations and government together to 
continue, amend, redirect, and expand efforts to 
help the City’s youth to become healthy, educated, 
responsible citizens in the future. 
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BOSTON’S PROGRAM BUDGETING 
AND PROGRAM EVALUATION 
SYSTEM 


In late 1985, Mayor Flynn brought together a group 
of volunteers from the business and academic com- 
munities to take an in-depth look at the operation of 
eighteen key City departments. The group, known 
as the Mayor’s Management Review Committee 
(MMRC), reviewed goal setting and performance 
review mechanisms and assessed the performance 
of these agencies, especially in terms of the deliv- 
ery of basic City services. The MMRC produced a 
report containing almost 150 recommendations, 
detailing specific improvements that would help to 
make City services more efficient and effective. 


One series of recommendations dealt with the need 
to establish goals for City departments, define 
those goals in terms of meaningful program objec- 
tives and criteria, and monitor department perfor- 
mance in order to develop a clear link between 
dollars spent and program performance. The 
MMRC report also recommended creation of a 
Mayor’s Policy Office. As set forth in the recom- 
mendation, the Policy Director would be responsi- 
ble for developing department goals and priorities 
with each agency prior to the development of the 
agency’s next fiscal year budget. 


The Mayor reviewed and accepted these recom- 
mendations, and in 1986 created both the Mayor’s 
Policy Office and the Office of Budget and Pro- 
gram Evaluation (OBPE). These new offices were 
charged with the responsibility of further refining 
and implementing the recommendations contained 
in the MMRC report with respect to goal setting, 
budgeting, and evaluating program performance. 


OFFICE OF BUDGET AND PROGRAM 
EVALUATION: MISSION AND GOALS 


The Office of Budget and Program Evaluation, cre- 
ated by merging the former Administrative and 
Budget Divisions of the Administrative Services 
Department, has six ongoing goals. 


- To refine City-wide program budgeting, to 
manage a comprehensive City-wide program 
evaluation system, and to ensure effective 
linkage between these systems. 


To maintain a cooperative and effective work- 
ing relationship with the Policy Office to en- 
sure close linkage with the Policy Office’s 
goal setting process. 


To continue and improve upon necessary bud- 
get expenditure controls. 


To continue and improve upon revenue moni- 
toring and revenue enhancement efforts. 


To provide staff support and advice to the 
Mayor and key Mayoral advisors on an issue- 
by-issue basis. 


To enhance OBPE’s professional standards, 
recruit and retain top quality professional em- 
ployees, and meet affirmative action goals. 


THE EVOLUTION OF PROGRAM 
BUDGETING AND EVALUATION 


In late 1986, the new OBPE determined that fully 
implementing a rigorous program budgeting and 
evaluation system would require three years. This 
was because: 
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- Aconsiderable amount of training and discus- 
sion would need to take place at the depart- 
mental level to help City managers to think 
of programs as distinct management units 
and to develop and accept program perfor- 
mance measures. 


The accounting and budgeting systems 
needed to be modified to reflect program- 
based budgeting. 


Baseline performance data had to be estab- 
lished so that comparisons between past and 
promised service levels would be possible. 


Successive City of Boston budgets reflected con- 
sistent progress toward that three year objective. 


- FY88 Operating Budget — OBPE developed 
an expanded four volume Operating Budget 
with funding allocated by program and in- 
cluding an initial set of performance mea- 
sures for each program. 


FY89 Operating Budget — New features in- 
cluded authorizing statutes and ordinances 
and an organization chart for each depart- 
ment; reformated program information (objec- 
tives, criteria, and service levels) to parallel 
OBPE’s quarterly Program Progress Reports; 
improved performance measures; and a fifth 
volume on external funds utilized by City de- 
partments. 


- FY90 Operating Budget — Improvements in- 
clude performance measures reflecting actual 
experience; an expanded Volume V with 
more complete external funds information; 
and a direct relationship between perfor- 
mance measures and Policy Office goals. 


The FY91 Operating Budget thus reflects the 
City’s fully implemented program budgeting and 
evaluation system. Refinements continue, how- 
ever, including further fine-tuning of performance 
measures to reflect actual experience and ordered 


to reflect priorities; and an expanded Volume V 
with more complete external funds information. 


IMPROVED MONITORING OF 
PERFORMANCE, EXPENDITURES, 
AND REVENUES 


In the same way that the budget document has 
evolved over the past three years, the sophistication 
of OBPE’s monitoring and management of City’s 
resources has also developed. During FY88 a 
monitoring system was developed, based on 
monthly reports from each department, on progress 
toward promised performance. Information from 
this system becomes the basis of OBPE’s quarterly 
reports on City-wide progress toward performance 
goals, the first of which was issued in December, 
1987. 


In the fall of 1987, OBPE also began to indepen- 
dently assess the information received from depart- 
ments on these monthly reports. These 
assessments, called criteria reviews, provide a 
measure of confidence in the information pub- 
lished in various City-wide formats because they 
evaluate the systems used to collect the perfor- 
mance data, and reach independent conclusions 
about the accuracy of the reported service levels. 
These criteria reviews were included in both the 
FY88 and FY89 Mayor’s Management Reports. 


In the fall of 1988, OBPE published its first annual 
Mayor’s Management Report which described the 
major activities of each department and analyzed 
departmental performance for FY88. In addition 
to charts showing each department’s achievement 
of its “promised” service levels, the Management 
Report highlighted multi-year trends in both work- 
load and the quality of services provided. 


The FY89 Mayor’s Management Report expanded 
upon the earlier report. Each Department’s perfor- 
mance was evaluated not only in terms of planned 
versus actual service levels, but also in comparison 
to FY88 levels. This comparison was graphically 
illustrated. Overall performance achievements and 
areas needing improvement were compiled and re- 
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ported in summary fashion. An entire appendix of 
criteria reviews was published as well. 


Increasing attention has also been paid to refining 
program budgets, expenditure monitoring, and rev- 
enue analysis. 


The initial allocation of costs by program in FY88 
has been refined, particularly with respect to vari- 
ous overhead costs, and lease expenses. The distri- 
bution of these monthly expenses, as well as the 
distribution of weekly personnel costs, has been 
automated. 


Monitoring and analysis of program expenditures 
has also been increased. OBPE has designed and 
implemented a spending plan system which assists 
departments in planning and monitoring the expen- 
diture of appropriated funds on a monthly basis in 
terms of program budgets and objectives. Al- 
though many departments have internal monitor- 
ing systems in place, the OBPE system provides 
more consistency in expenditure monitoring City- 
wide. 


OBPE has also undertaken special projects to bet- 
ter manage expenditures City-wide and to improve 
fiscal controls. In particular, the Office monitors 
Overtime expenditures, and with the Office of Per- 
sonnel] Management, controls the hiring of emer- 
gency employees. 


In FY90, OBPE worked with departments to de- 
velop detailed spending mangement plans. Care- 
ful planning and monitoring of expenditures serves 
to ensure effective use of funds. To reduce costs, 
OBPE enforced tough restrictions on out-of-state 
travel, equipment purchases, and various inciden- 
tal expenditures. The City automobile policy was 
reviewed and revised, resulting in the establish- 
ment of a motor pool and reductions in the number 
of non-public safety City passenger vehicles. Fur- 
ther cost controls were enacted which required 
clearer justification for personnel transactions. 


Finally, OBPE has become actively involved in a 
range of issues related to the City’s fixed costs, in 
order to better project both revenues and expendi- 
tures affected by these issues. OBPE has, for ex- 
ample, regularly monitored pensions issues, 


especially as they relate to the state’s Pension Re- 
form Act of 1987, and with debt service matters. 
These two areas make up more than 80% of the 
City’s fixed expenditures. 


Improved revenue monitoring has been achieved in 
several ways. OBPE has developed, in conjunc- 
tion with Data Resources Inc., a model for project- 
ing information about the City’s fiscal outlook on 
a five-year basis. In addition, OBPE carries out, on 
a monthly basis, a detailed review of revenues re- 
ceived, as compared with revenue projections, in 
order to maintain a complete picture of the City’s 
current fiscal situation on a day-to-day basis. The 
Office also more extensively monitors Common- 
wealth activity that affects both City revenues and 
expenditures. 


THE PROGRAM BUDGET CYCLE 


Experience since late 1986 has defined the annual 
cycle for Boston’s program budgeting and evalua- 
tion system. Program budgeting and evaluation is 
an iterative process which builds on commitments, 
performance, and improved management systems 
in the previous years. The elements in this process 
are described below in the sequence in which they 
occur in the program budgeting calendar for the 
following fiscal year. 


GOAL SETTING (November and December) 
The Policy Office institutes its annual goal set- 
ting process in the late fall. As described in 
Section 3 ("Goal Setting for the City of Bos- 
ton"), this process reviews accomplishments in 
the past year, reviews performance toward cur- 
rent objectives, and defines major Administra- 
tion goals for the coming year. Each goal is 
accompanied by performance measures and a 
list of milestone dates by which progress can be 
monitored. This goal setting provides impor- 
tant policy direction to the budgetary decisions 
that follow. 


BUDGET PREPARATION (November- 
April) Budget preparation begins simulta- 
neously with the Goals process but extends 
long enough to incorporate the results of that 
process. Budget preparation first involves a 
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detailed analysis by each City department of its 
need for funds and personnel to carry out its 
mandate in the fiscal year beginning the fol- 
lowing July. In addition, departmental staffs 
review current performance levels, planned im- 
provements, and proposed new activities to es- 
tablish performance standards that would 
insure careful management of ongoing and new 
activities. All departmental budget requests 
are due to be submitted to OBPE by mid-Janu- 
ary. 


In light of the severe constraints on City re- 
sources caused by the state’s continuing fiscal 
crisis and its potential impact on local aid rev- 
enues, the FY91 budget process was somewhat 
revised. Each department was asked to prepare 
a proposed budget (1) to reflect maintenance of 
current levels of service, (2) to indicate how a 
“target” funding amount would be spent and 
how services would be affected, and (3) to 
identify new services that might be provided 
with increased funding. Nearly all City depart- 
ments received “target” funding levels lower 
than FY90 appropriations as a basis for their 
target budget submissions. 


OBPE analyzes each departmental budget re- 
quest. This analysis includes a review of the 
accuracy of expense projections, and defines 
maintenance, expansion, and reduction bud- 
gets and corresponding service levels. At the 
same time OBPE is projecting anticipated rev- 
enues for the coming fiscal year based on the 
extensive monitoring of current revenue 
streams, state and federal legislative initiatives, 
and changes in the national, state, and local 
economy. 


Once revenue projections are refined and the 
full scope of departmental plans are identified, 
a proposed budget is prepared. Funding deci- 
sions are a function of total available revenues, 
Mayoral priorities, and prior years’ perfor- 
mance. The Mayor’s Operating Budget in- 
cludes not only recommended appropriations 
for each City agency, but also commitments as 


to levels of service to be accomplished with this 
funding. By statute, the recommended budget 
is submitted to City Council on the second 
Wednesday in April. 


BUDGET APPROVAL (April-June) The City 
Council reviews and approves the Mayor’s rec- 
ommended budget. The Council has the au- 
thority to decrease or reject individual elements 
within the proposed budget, but may not autho- 
rize increased appropriations. (The School De- 
partment budget follows a somewhat different 
schedule and review process.) 


IMPLEMENTATION (July 1-June 30) City 
departments use the funds and personnel ap- 
proved in the adopted budget to carry out the 
activities and provide the services outlined in 
the budget. The departments prepare a spend- 
ing management plan outlining monthly costs. 


REPORTING AND ANALYSIS (July 1-June 
30) City departments report regularly on prog- 
ress toward annual goals and promised service 
levels. The Policy Office monitors City-wide 
progress toward Mayoral goals. OBPE moni- 
tors and analyzes service level performance 
and expenditure of appropriated funds through 
variance analyses, comparison to spending 
management plan, quarterly program progress 
reports, and criteria reviews. This monitoring 
provides key City managers with ready access 
to both overall and specific departmental per- 
formance; this information is then incorporated 
into the next annual budgeting cycle. 


SUMMARY 


The submission of the FY91 Operating Budget re- 
flects the fourth year of “implementing” program 
budgeting and evaluation. It also represents a test 
of this new system when difficult decisions must be 
made about how to distribute scarce City revenues. 
While such decisions are difficult ones, the pro- 
gram budget format provides a much clearer pic- 
ture of the impacts, consequences, and priorities 
presented in this FY91 Operating Budget. 
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GOAL SETTING FOR THE CITY OF 
BOSTON 


The Mayor’s Policy Office, as recommended by 
the 1986 Mayor’s Management Review Commit- 
tee, is responsible for conducting an annual City- 
wide Goal Setting process. In consultation with 
the Policy Office, each department in the City de- 
velops policy prior to the formulation of its fiscal 
year budget. 


The goal setting process facilitates more effective 
strategic planning and interdepartmental coordina- 
tion within the City. It also opens clear lines of 
communication between departments and the 
Mayor’s Office and provides department heads 
with direct input into the policy making process of 
the City. The goals set in this process then shape 
meaningful objectives and performance criteria for 
the program budgeting and program evaluation 
function performed by the Office of Budget and 
Program Evaluation. It is particularly important in 
a year when resources are limited that funding is di- 
rected toward mayoral priorities. As such, special 
focus was given to goals which control costs while 
achieving the objectives. Emphasis is given to 
goals which are central to the mission of each de- 
partment. 


How The Goals Setting Process Fits 
Into The Budget Process 


The goals process produces a set of criteria and 
specific objectives which guide the annual work 
plan of each City department. The work plans di- 
rectly reflect Mayoral priorities and provide a 
mechanism for converting policy priorities into 
clear and attainable programmatic objectives. 


HOW THE GOAL SETTING PROCESS FITS INTO 


THE BUDGET PROCESS 


GOAL SETTING ia DEPARTMENTAL 
PROCESS OBJECTIVES 


POLICY PRIORITIES 
AND NEW INITIATIVES 
STATEMENT BY MPO 


BUDGET PROCESS: 
OBPE 
BUDGET DOCUMENT: 
OBPE 
BUDGET EVALUATION: 
OBPE 


In its fourth year of goal setting, the Policy Office 
has established a City-wide goals process which 1s 
effectively incorporated into the budget process. 
Each goal has associated measures of performance 
which are included in the FY91 budget, along with 
a commitment to implementation steps which form 
the basis of a Policy Office monitoring system. 
Through increased cooperation with the Office of 
Budget and Program Evaluation, the Policy 
Office’s Goal Setting process effectively links 
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Mayoral priorities and departmental objectives to 
funding decisions. 


How The Goals Process Works 


Goal setting for FY91 began in the late fall of 1989 
in coordination with the budget process. The goals 
process includes the following steps: 


- Policy Office staff holds preliminary meet- 
ings with the Office of Budget and Program 
Evaluation to discuss methods to link the 
goals process more closely with the budget 
process. This includes a common fiscal year 
basis for both systems, issuing joint instruc- 
tions, and offering joint training sessions; 


Department heads submit proposed goals for 
FY91 to the Policy Office; 


- Policy Office staff meets with each depart- 
ment head to discuss FY91 goals and prog- 
ress on FY90 goals; 


Based upon these discussions, the Policy Of- 
fice produces a set of goals, performance 
measures, and implementation steps for each 
department and a matrix of interdepartmental 
goals; 


Department heads review and approve their 
departmental goals, and agree upon the level 
of involvement and assistance to be provided 
for interdepartmental goals; 


- The Office of Budget and Program Evalua- 
tion reviews the departmental goals with re- 
spect to their overall fiscal impact on the City 
budget and incorporates agreed upon perfor- 
mance measures into the program budgets; 


- The Policy Office monitors progress toward 
these goals throughout the year; 


The Policy Office also organizes committees 
to address key interdepartmental policy initia- 
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tives and monitor progress on these initia- 
tives throughout the year. 


Accomplishments Of This Year’s 
Goals Process 


In its fourth year of goal setting, the following suc- 
cesses are evident: 


¢ Aclear link exists between the primary pur- 
pose of each department and its FY91 goal(s); 


A focus has been placed on cost control as 
part of achieving Mayoral goals; 


A more responsive relationship has evolved 
between the Mayor’s Office and City depart- 
ments; 


Departmental goals are linked directly to 
Mayoral priorities and to the programmatic 
performance criteria included in the budget 
document; 


The goals process has improved the program 
evaluation process and selection and defini- 
tion of the performance criteria contained in 
the FY91 budget document; 


- Interdepartmental working committees are co- 
ordinating efforts to address overlapping 
areas of responsibilities; 


- Acoordinated monitoring system has been 
formed to evaluate progress toward the key 
goals established by department heads; and 


- Key City-wide management goals have been 
highlighted. 


In FY91 the Policy Office will continue to work 
closely with the Office of Budget and Program 
Evaluation to build upon these accomplishments. 
The goals process will continue to drive strategic 
City planning, coordinated City management, and 
more effective program budgeting. 


FINANCIAL TRENDS FOR THE 
CITY OF BOSTON 


INTRODUCTION 


The City of Boston is operating on a sound finan- 
cial basis. Chronic operating deficits and depen- 
dence upon non-recurring revenues have been 
eliminated. Long deferred capital projects have 
been completed. In most cases, services reduced 
due to Proposition 2 1/2 have been restored and 
maintained. In recognition of its improved fiscal 
performance, the City has received five upgradings 
of its credit rating over the past five years from 
Standard and Poor’s and Moody’s Investors Ser- 
vices rating agencies. The City’s present “A” rat- 
ing was most recently reaffirmed following a 
complete review of Boston’s finances conducted 
by the rating agencies in relation to City’s general 
obligation borrowing of January, 1990. 


In order to maintain its solid financial position, the 
City has had to quickly adapt to local aid reduc- 
tions caused by the Commonwealth’s recent fiscal 
difficulties. In calendar year 1989 when these re- 
ductions took place, the City reduced its work force 
by three percent. Additional internal management 
controls on certain types of expenditures were also 
put into place. On the revenue side, the City has 
forwarded to City Council with the FY91 proposed 
budget a package of fee and fine increases, and has 
pushed for the approval of new local option taxes. 
The City’s ability to maintain an adequate level of 
services is linked to the success of these initiatives. 


The City’s hard won fiscal stability is attributable 
to anumber of factors. Up through FY839, high lev- 
els of taxable new development, increases in local 
aid, new local option excises, and more aggressive 
collection of departmental receipts all contributed 
to healthy growth in revenues. Such growth is ex- 
pected to be more limited in FY90 and FY91. In 


addition, certain important legal and policy-based 
management and financial controls have assisted in 
preventing departmental overspending, a problem 
which has caused financial difficulties for the City 
in the past. 


In order to improve the City’s capacity for longer 
term fiscal planning and analysis, a financial fore- 
casting system has been developed by the Office of 
Budget and Program Evaluation (OBPE) in con- 
junction with the State and Local Government 
Group at Data Resources, Inc. (DRI). This con- 
sulting group has extensive experience in state and 
local economic modeling, forecasting, and analy- 
Sis. 


This collaborative approach has the advantage of 
drawing upon the respective strengths of both orga- 
nizations. In addition to technical expertise, DRI 
provides access to a high quality national and re- 
gional economic model. OBPE, in turn, has de- 
tailed knowledge of the City’s budget and the 
City’s administrative and fiscal policies, as well as 
the comparable policies of the state which guide 
distribution of local aid and mandate certain ser- 
vices to be provided on the local level. 


Most of the inflation assumptions which underlie 
the City’s forecast of service costs come from 
DRI’s national and regional economic models. 
Tying the City’s forecasting system to a national 
model is important because it provides an objective 
and consistent set of assumptions on which to base 
the forecast. 


THE ECONOMIC OUTLOOK 


The City’s financial situation is less dependent on 
general economic conditions than the state’s. 
However, because the Commonwealth’s tax reve- 
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nues are clearly economically driven, and because 
the City is partially dependent on the state distribu- 
tion of local aid to cities and towns, current under- 
lying national and regional economic trends have a 
substantial bearing on the City’s future fiscal 
health. These trends, which remain largely beyond 
the City’s direct control, define the economic, de- 
mographic, and financial environment in which the 
City will operate over the next five years. 


The National Outlook 


The U.S. economy is in its seventh consecutive 
year of expansion. With recessions in 1975, 1980, 
and 1982 this sustained growth is good news in- 
deed. In the early 1980’s, real Gross National 
Product (GNP), a measure of total economic activ- 
ity excluding inflation, averaged less than 2% 
growth per year. During the most recent period, 
from 1984 to 1989, real GNP expanded at an aver- 
age 4% per year. This historically high rate of 
growth did seem threatened during 1987, but weak 
investment and export performance was absorbed 
by increases in residential construction and con- 
sumer spending, avoiding a severe drop in overall 
growth. 


The economy is in a constant state of flux, with a 
cyclical pattern describing much of the fluctuation. 
Most economists agree that the current position of 
the U.S. economy in this cycle precludes further 
expansion at the rates we have been seeing since 
the end of the back-to-back recessions early in the 
decade. The conditions allowing 4% annual real 
growth, without any problematic inflationary 
trends, are behind us. Data Resources’ most recent 
forecast calls for real GNP growth averaging 2.2% 
between now and 1995, with much of the weakness 
coming early on. The current slowdown was evi- 
dent by the fourth quarter of 1989, and the 
economy’s performance is expected to be unim- 
pressive through most of this year. By the end of 
1990 things should pick up again, with fourth quar- 
ter real GNP approaching nearly 3% annual 
growth. 


Near-term weakness is anticipated because of a 
number of factors. For several years the consumer 
has been leading economic growth. At 66% of 


GNP, consumption spending has played an increas- 
ingly large role. The fourth quarter reduction in 
consumption spending, the first decrease in eight 
years, is one signal that we can no longer expect 
this trend to continue. Cold weather and higher en- 
ergy prices contributed to the fourth quarter slug- 
gishness in consumer purchases, but higher tax 
payments and lower income gains will continue to 
dampen disposable income gains for several quar- 
ters. The savings rate has increased since 1988 and 
worry over consumer debt has abated somewhat, 
but we should not expect a repeat of FY86 and 
FY87, when consumers spent at a rate significantly 
exceeding that of personal disposable income. 
Over the next five years, consumption is expected 
to grow in line with disposable income, and after 
inflation, this will be under 2% per year. This re- 
alignment comes after a period when the phenom- 
enal increase in the value of equity holdings and 
real estate contributed greatly to consumer spend- 
ing. In 1990, the value of households’ equity posi- 
tions is expected to fall as stock appreciation slows. 


PERSONAL INCOME 
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Both slower income growth and higher taxes con- 
tribute to the reduction in growth in real disposable 
income expected over the next few years. The 
1986 Tax Reform Act will, in all liklihood, con- 
tinue to bring about increased effective personal 
tax rates. Moreover, attempts by government at all 
levels to maintain public services by seeking addi- 
tional revenues will reinforce this trend. The effec- 
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tive average personal tax rate fell during the 1982- 
89 period, from 15.3% to 14.6% of personal in- 
come. DRI predicts that it will climb to 15.7% by 
1992. Meanwhile, pre-tax income gains will be 
held down by slower employment growth and na- 
tional wage gains that are adversely affected by the 
continued shift from high paying manufacturing 
jobs into lower paying service positions. Total 
compensation, however, will be showing much 
stronger growth than wages, as the cost to employ- 
ers of health benefits continues to accelerate. 


While consumption’s contribution to GNP growth 
will decrease over the next few years, residential 
fixed investment will improve in 1990, as interest 
rates are allowed to drop further during the middle 
of the year. Temporary jumps in inflation and 
higher bond yields have forced the Federal Reserve 
to put its loosening activities on hold, but rates 
should drop further before Fed tightening pushes 
them up again towards the end of 1990. Mortgage 
rates will be slightly lower in 1990 than they were 
last year, and housing starts will improve, but re- 
main below their 1988 level. 
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Most likely, interest rates will increase mildly and 
the dollar will lose value over the longer term, al- 
though there is some fear that high overseas bond 
yields combined with fears of accelerating U.S. in- 
flation will cause a jump in interest rates. This 
could negatively affect both the housing and capi- 
tal equipment sectors, particularly where higher oil 


prices are already expected to dampen the latter. 
Shakiness over the federal budget deficit and ex- 
change rate uncertainty have added to these interest 
rate concerns. However, the current DRI forecast 
attributes only a 25% probability to this scenario. 


Movement in both the German and Japanese cur- 
rencies have introduced this additional risk to the 
forecast. After gaining against the dollar in 1989, 
events in Eastern Europe over the past few months 
have reversed the direction of the mark. The yen 
fell from 127.7 per dollar in February 1989 to 
148.8 a year later. Considered by many underval- 
ued vis-a-vis both the dollar and the mark, the yen 
has nonetheless continued to lose ground, hitting 
159 at the end of March. Spiraling stock and land 
prices helped push Japanese investors overseas, so 
that capital outflows have accelerated rapidly since 
1987. In concert with tight U.S. monetary policy, 
this Japanese investment has supported the dollar. 
An improving trade deficit with Japan has also re- 
inforced this exchange rate trend. 


What will happen next is not certain. The Nikkei 
stock index dropped 23% in less than three months 
following its late December peak. Such an ex- 
treme drop in asset prices will relieve some of the 
pressure on the yen, and the Bank of Japan is at- 
tempting to stem the tide through higher interest 
rates. For now though, a weak yen, particularly 
with wealth in Japan adversely affected by the mar- 
ket plunge, could hurt the U.S. - Japan trade bal- 
ance. While U.S. import growth will slow in 1990, 
not much will happen to the trade deficit until 1991 
and 1992, when export gains should approach 10% 
and 11%, respectively. By 1992, the weaker dol- 
lar and slower growth at home will contribute to a 
$14.7 billion annual decrease in the current ac- 
count deficit. 


The State Outlook 


Massachusetts and all of New England have expe- 
rienced impressive growth, with employment and 
income gains surpassing other regions during most 
of the 1980’s. The next few years will see annual 
growth rates in other areas of the U.S. surpassing 
those in New England as some areas of the local 
economy turn downward. New England will be 
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following the national cycle into a period of more 
moderate growth, but the relative downturn from 
the 1980’s will be larger here than in other parts of 
the country, due to our very rapid expansion and 
the industry mix which made it possible. 


The local downturn is partially the result of those 
very factors that contributed to our strong growth 
earlier in the decade. Continued employment 
gains lowered our unemployment rate, causing 
labor shortages in some areas and subsequent wage 
increases. Over the period from 1985 through 
1989, wage and salary gains averaged 9.4% per 
year in Massachusetts. Higher personal income, 
fueled by wages and salaries, pushed up not only 
consumer goods purchases, but housing demand as 
well. Particularly after high interest rates earlier in 
the 1980’s had excluded many people from the 
housing market, very strong demand pushed hous- 
ing prices up an average of 13% per year between 
1985 and 1989. By contributing to homeowners’ 
feelings of wealth, the inflated real estate market 
had the side effect of fueling higher levels of con- 
sumer spending. Meanwhile, strong building ac- 
tivity meant a 70% increase in construction jobs 
between 1982 and 1988. However, the high cost of 
both commercial and residential space, particularly 
in Massachusetts, has also had negative side ef- 
fects. 


The industry mix will also influence how well the 
New England states do compared to the rest of the 
U.S. In Massachusetts, the concentration in com- 


puters and finance has engendered extremely rapid 
growth. The Commonwealth has reaped the bene- 
fits of an expanding Defense Department budget, 
becoming the fourth ranked state for defense prime 
contracts and receiving $7.26 billion in FY88. 
While many of the country’s traditional manufac- 
tured exports lost out in the 1980’s, Massachusetts 
doubled its exports between 1980 and 1988; and 
while the state has lost about 100,000 manufactur- 
ing jobs since 1984, it gained approximately 
600,000 non-manufacturing jobs during the 
1980’s. 


Conditions, however, have recently changed, with 
the computer industry in a slump and burgeoning 
Defense Department spending no longer safe to as- 
sume. Total civilian employment has dropped in 
five of the seven quarters between the spring of 
1988 and the end of 1989, and is forecast to con- 
tinue downward through the third quarter of 1990. 
For the next few years the Massachusetts computer 
industry should grow at around 3% per year, with 
the financial and real estate sectors hovering be- 
tween 3.5% and 4.5%. Average yearly employ- 
ment gains will slow from 5.2% during the 
1985-1990 period in the case of non-manufactur- 
ing, and 3.7% for financial and real estate, to about 
1% for both during the 1990-1995 period. By 
1991, the state’s unemployment rate is forecast to 
reach 5.5%, exceeding the national average of 
5.3%; 
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The forecast for other areas of the Massachusetts 

economy is somewhat better. While other parts of 
the country will gain from improvements in tradi- 
tional manufacturing industries, particularly with 
the weaker dollar, Massachusetts should see 
growth in its health industry. Boston has approxi- 
mately 68,000 people working in health-related 
jobs, including just under 8,000 in medical re- 
search. The Boston Redevelopment Authority is 
estimating that in research alone, another 4,000 
will be added during the 1990’s. Demand for med- 
ical research space will also stimulate construction 
activity, with approximately 2.85 million square 
feet required over the next several years. Similarly, 
the $4.4 billion Central Artery and Third Harbor 
Tunnel Projects will create over 3,000 construction 
jobs per year during the 1990’s, plus approximately 
3,500 non-construction jobs. The $6.1 billion Har- 
bor Clean-up project will employ an average of 
1,730 construction people during the 1991-95 pe- 
riod. 


Overall, the state’s economy will be slowing signif- 
icantly from this last hectic decade, with 
Massachusetts’ share of national income declining 
throughout the five-year forecast period. Personal 
income growth will slow from its 8.8% average 
over the past five years, to a rate nearer 6% through 
FY95. Inevitably, tax receipts will follow suit. 
The forecast calls for state sales, personal income, 
and corporate taxes to increase 5.9% per year over 
the FY90 - FY95 period, compared to 8.3% during 
the previous five years. Add to this an already 
large state deficit, unavoidable increases in entitle- 
ment programs as the economy slows down, and 
the inevitable march of medical costs. The magni- 
tude of these upcoming expenditures suggests that 
without an increase in the rates of some major state 
taxes, much of what we expect from our state gov- 
ernment will not be provided. 


The Local Outlook 


For revenues, the local outlook depends largely on 
the City’s two largest local revenue sources: the 
property tax and hospital revenues. Both the prop- 
erty tax structure and the regulations for most of the 
reimbursements received by the City’s hospitals 
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are set by state law. Both of these items have pro- 
vided the City with significant revenue growth in 
recent years. 


For expenditures, the cost of services is driven in 
the forecast by both the inflation of relevant costs 
and the adjustments of service needs. These ex- 
penditures are also driven by policy choices out- 
side of the range of a long-term forecast analysis. 
In addition, certain fixed costs such as pensions 
and debt service are easily projected since future 
commitments are fairly well defined. 


Property Tax 


In some ways, forecasting increases in the property 
tax has been made easier by Proposition 2 1/2. 
There are three major provisions of Proposition 2 
1/2 which either were or continue to be significant 
to forecasting the levy. The first provision requires 
that a municipality’s tax levy be less than 2.5 per- 
cent of assessed valuation of taxable property. 
Subsequent to the City’s cutting back the property 
tax rate from $518 million to $333 million between 
FY82 and FY84, and after several years in which 
the City has experienced an unprecedented appre- 
ciation of commercial and residential real estate 
values, the tax levy is so far below this limit that 
this provision of Proposition 2 1/2 has become a 
moot issue. 


The second relevant provision limits a municipal- 
ity, with certain exceptions, from increasing its 
levy over the prior year by more than an additional 
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2.5%. In Boston, the property tax levy has been set 
at the maximum legal limit since the passage of 
Proposition 2 1/2. It appears relatively certain that 
over the forecast period the City will continue to 
maximize the increase permitted in its levy under 
Proposition 2 1/2. 


The third significant provision provides for an ex- 
clusion from the 2.5% annual growth limit of the 
tax value of any new construction or significant 
renovations of existing property. This provision 
and the City’s boom in commercial development 
during the 1980’s has allowed the property tax levy 
to increase at rates significantly above the nominal 
2.5% limit. 


Assuming Proposition 2 1/2 remains in effect over 
the forecast period, and assuming that the City con- 
tinues its policy of maximizing the allowable 2.5% 
growth, the primary variable in determining future 
growth in property tax revenues will continue to be 
new development. We project over the forecast pe- 
riod that the City will average $929 million per 
year in taxable new value, as compared with $953 
million per year over the prior five years. The 
magnitude of the gap between these two numbers 
is masked by inflation. The forecast assumes a lev- 
eling off of appreciation for the near-term — a 
change from the prior year’s outlook — which 
translates into relatively stable tax rates. This sta- 
bility contrasts the free fall which the tax rates 
(both residential and commercial) have taken since 
FY83, and is not without benefit to the City. The 
levy base has suffered in previous years from the 
application of lower and lower tax rates to each 
year’s taxable new value. 


The recent slowdown, as compared to the construc- 
tion boom of the mid-eighties might only mean that 
the City will be temporarily “catching its breath” 
before entering another growth cycle. However, 
there are specific factors recently affecting the pace 
of new construction, such as: the increased cost of 
land in Boston; height limits informally and for- 
mally imposed by the City; some recent slack in of- 
fice rents and a modest increase in the office 
vacancy rate. Furthermore, the general outlook for 
the region reflected in the City’s long-term forecast 
indicates the likelihood that the next growth cycle 


may be more modest due to economic factors well 
beyond the City’s control. 


The City can continue to count on the property tax 
levy for solid annual growth. However, as has al- 
ready been the case, the percentage growth of the 
property tax levy will tend to diminish from year to 
year. Consequently, the City needs either new rev- 
enue sources that are more closely linked to infla- 
tionary as well as economic growth, or there needs 
to be an adjustment to Proposition 2 1/2, so that the 
allowable growth is switched from the arbitrary 
2.5% to some rational index of inflation. 


Hospital Revenues 


The level of revenues derived from the operation of 
Boston City Hospital (BCH) is largely determined 
by health care cost-containment legislation. This 
legislation governs health insurance reimburse- 
ment methodologies for all acute care hospitals in 
the state and provides for an uncompensated care 
pool which directly pays the costs of bad debt and 
free care to hospitals, including BCH, which have 
rates of uncompensated care exceeding the state- 
wide average. 


The mix of revenues at BCH is not typical of the 
average hospital. BCH provides care for the City’s 
poor and uninsured and for a large portion of the 
uninsured outside of its market area; within its mar- 
ket area, it serves only a small portion of the pri- 
vately insured. Consequently, BCH is heavily 
dependent on the state to meet its operating costs. 
Medicaid, which is 50% state subsidized, and the 
uncompensated care pool account for over 70% of 
BCH’s income. 


The legislation governing health insurance reim- 
bursement for Massachusetts acute care hospitals 
such as BCH has inflation drivers built into the re- 
imbursement rates which are cost based. For fed- 
eral fiscal year 1988, inflation is factored into the 
rates via the applying national cost indexes from 
DRI to the average mix of Massachusetts acute 
care hospital expenditures, plus an additional 2%. 
The same method will be applied for federal fiscal 
years 1989 through 1991, with the adfactor re- 
duced to 1%. It is generally recognized that the in- 
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flation for the cost of local medical services far ex- 
ceeds national levels, and it is expected that the use 
of national cost indexes with only a limited adfac- 
tor will help motivate hospitals to control costs. 


Boston City Hospital is nearing final approval of a 
federal mortgage guarantee for borrowing to sup- 
port the rebuilding of the BCH facility. This com- 
mitment will require a more self-sufficient 
financial operation, including a smaller work force 
and greater efficiency of operations over the fore- 
cast period. These changes will help to maintain a 
balance between costs and reimbursements in the 
future. 


THE OUTLOOK FOR OPERATING 
COSTS 


In order to project future operating costs, two re- 
lated questions must be answered. Will services 
have to increase over the forecast period, and if so, 
by how much? And second, how much should the 
City reasonably expect to spend in order to provide 
these services? The issues raised in attempting to 
answer each of these questions are discussed 
below. 


Service Levels and Service Costs 


Expenditure forecasts provide analysis regarding 
the cost of providing the current level of services in 
future years. The City’s forecast assumes that the 
same mix and per capita level of services will con- 


tinue to be provided. It is worth making clear the 
limitation this places on the expenditure forecast. 
Such a forecast would not have been able to pre- 
dict, for example, the dramatic increases in expen- 
ditures recently made by the City for park 
maintenance. This increase was a policy choice 
made by the City based on a judgment that the ser- 
vice level was grossly inadequate. Similarly, a 
forecast from a previous year would not have been 
able to predict the dramatic increase in corrections 
costs due to facility expansion and significant in- 
creases in inmate populations, or the Mayor’s ini- 
tiative to expand youth services, something far 
beyond the scope of general inflation or demo- 
graphic predictions. 


In aroutine budgeting year, a city or town would be 
planning to maintain the current level of services. 
In that case the most accurate data to be used for es- 
tablishing a base from which to forecast would be 
the most recent actual expenditures. At this junc- 
ture, that would mean FY89. However, because 
the City has had to respond to unanticipated cuts in 
local aid, the City’s planned expenditures are far 
from routine. For this reason the base year budget 
used to define the current level of services, and 
from which to forecast forward, is the proposed 
FY91 budget plan. 


The forecast assumes that the City’s expenditures 
will increase as a result of inflation and that the 
level of services provided by certain departments 
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will grow in response to changes in the resident 
population. However, since the rate of population 
growth for Suffolk County (a proxy for the City) is 
projected by DRI to average less than 1% annually 
over the forecast period, and since not all City ser- 
vices grow in response to population, inflation is 
the more influential variable for driving up the 
City’s costs over the forecast period. 


Under this assumption, the outlook for cost-driven 
increases in operating expenditures is favorable. 
Some measures of inflation are expected to in- 
crease faster over the forecast period than in previ- 
ous years, but even these increases are expected to 
be moderate. The national Consumer Price Index 
for urban consumers (CPI-U) is expected to in- 
crease an average of 4.5% annually over the fore- 
cast period, compared to 3.6% over the previous 
five years. The CPI-U for Boston, meanwhile, is 
expected to average 4.4% annually over the fore- 
Cast period, the same growth rate registered in the 
previous five years. However, cost increases in 
several significant areas will be driven by some- 
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thing other than general inflation. 


A key factor in the forecast is rising personnel 
costs. With the important exceptions of school em- 
ployees and city managers, most collective bar- 
gaining contracts expire on June 30, 1990, just 
before the beginning of the forecast period. The 
newly negotiated contracts will be crucial in deter- 


mining the fiscal outlook for the City over the next 
three years. It is worth noting that labor shortages, 
which have been a factor in recent years, driving up 
personnel costs with nurses in particular, should no 
longer be a factor because of salary adjustments 
and an increase in the state’s unemployment rate. 


A related and growing cost over the forecast period 
is employee benefits. The largest employee benefit 
is the health insurance program for active and re- 
tired City employees. The increased cost of this 
program has already impacted FY90 and FY91 
budgets, and is expected to continue to increase 
over the forecast period, as the cost of health care 
services nationally is expected to increase at rates 
well above general inflation. These costs will con- 
tinue to be reflected in the City’s payments to its 
group health insurers. An off-setting factor might 
be policy choices to encourage new cost contain- 
ment measures. 


Two other costs expected to exceed inflation over 
the forecast period are: 1) Water and sewer ser- 
vices, as a result of the cleanup of Boston Harbor, 
expected to quadruple over the forecast period, and 
2) The Medicare contributions of 1.45% of payroll 
costs for new employees, which will grow as the 
pool of employees expands due to turnover. 


In general, the City has identified the major expen- 
diture items in which costs are expected to exceed 
inflation. In the context of the overall $1.3 billion 
City general fund budget, none of these items, e1- 
ther individually or in combination, are expected to 
threaten the City’s current fiscal health. The most 
significant challenges to the City’s fiscal health 
over the forecast period will instead come from the 
revenue side of the budget. 


THE OUTLOOK FOR FIXED COSTS 


Debt service requirements and pension contribu- 
tions are generally the easiest costs to project since 
existing obligations are known with a degree of 
certainty, especially over the relatively short fore- 
cast period. Due to recent state legislation, the City 
has begun a long-term schedule of payments to its 
pension fund. Debt service costs are tied to a com- 
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bination of past borrowings and future borrowing 
plans contained in the City’s five year capital plan. 


Debt Service 


Following the approval of Proposition 2 1/2 in 
1980 and the subsequent suspension of the City’s 
bond rating, the City ceased raising funds in the 
capital markets and deferred planned capital pro- 
jects. Without new borrowings, principal and in- 
terest on long-term debt declined. This reduced 
expenditures for debt service in the short-term, but 
it jeopardized the condition and quality of the pub- 
lic infrastructure necessary to support future eco- 
nomic growth. 


In FY84, the City returned to the capital markets to 
finance long deferred capital projects. Since then 
the City has entered the market six times for gen- 
eral obligation borrowings, and once for a refund- 
ing of general obligation bonds with high interest 
rates. The annual cost of servicing both this new 
debt and previously incurred debt has increased 
only marginally; it has actually decreased as a per- 
centage of recurring expenditures from 8.2% in 
FY86 to 6.3% in FY90. Several factors have con- 
tributed to this favorable position. First, the City 
structures its borrowing so as to retire debt rapidly. 
Second, the rating agencies have recognized the 
City’s improved financial condition and have 
raised its bond rating several times to the current 
levels of “A” by both Moody’s and Standard & 
Poor’s; this has improved the City’s image in the 
capital markets. Third, the City has managed its 
cash flow such that short-term borrowings were not 
needed in each of the last three fiscal years. 


Under the City’s current capital plan, new borrow- 
ing will increase debt service requirements in real 
terms but remain steady as a percentage of the bud- 
get. In FY90 debt service is projected to be 6.3% 
of recurring expenditures; in FY94 it is forecast to 
be 6.5%, barring any major changes in the City’s 
cash flow requiring substantial short-term borrow- 
ings. 


Debt service is projected up through FY94 by as- 
suming the same interest rates as in the City’s cap- 
ital plan. Principal schedules are based upon the 


City’s average rate of principal payment over the 
last six general obligation issues, and borrowings 
are sized according to the City’s five year capital 
plan. 


The City monitors closely the link between its cap- 
ital and operating budgets. Reductions in local aid 
have the potential to slow the City’s borrowing 
plans. Also, service reductions in operating depart- 
ments could limit the ability of the City to maintain 
newly constructed or refurbished facilities. 


Pension Costs 


The 1987 Commonwealth Pension Reform Act 
gave Massachusetts local retirement systems the 
option to change fundamentally their method for fi- 
nancing retirement costs. Boston’s State-Boston 
Retirement System became the first local system to 
elect the “fully-funded” option. In doing so Boston 
committed to switching from a “pay-as-you-go” 
method of financing its pension costs to a fully 
funded method of financing, beginning in FY90. 
This change impacts the City’s long-term outlook 
on pension costs. 


Under a pay-as-you-go method, the actual pension 
payroll for current retirees serves as the main basis 
for each year’s pension appropriation. Under this 
method, a newly founded system has very little ex- 
pense for the first several years. However, each 
year the current employees “earn” a portion of their 
future pension benefit. As a greater number of em- 
ployees retire, pension costs rise significantly and 
continue to rise for many years. For example, in 
FY69 Boston appropriated funds for pension costs 
equal to only 6.0% of its total departmental costs. 
Between FY69 and FY80 this percentage grew 
every year except one to finally reach 13.7%. Ata 
certain point a retirement system “matures”; a full 
complement of retirees passes through the system, 
and the number of retirees on the pension payroll 
stabilizes. This state of maturity contributes to the 
fiscal soundness of a retirement system. Boston’s 
retirement system reached this state of “maturity” 
several years ago. 


Under a fully funded method of financing, a system 
sets aside funds for future pension liabilities as they 
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are incurred by current employees. An actuarial 
determination is made as to what percentage of the 
personnel payroll is sufficient to fund the future re- 
tirement costs accrued by employees for any given 
year. Assumptions about mortality, investment 
rate, salary growth, turnover rate, entry and retire- 
ment ages, and other aspects of a retirement system 
contribute to this determination. The resulting fu- 
ture liability incurred during any one year is called 
the “normal cost.” 


Under the 1987 Pension Reform Act, the conver- 
sion from a pay-as-you-go system to a fully funded 
system involves a forty year transition. During the 
forty years the “unfunded accrued pension liabil- 
ity” is gradually reduced to zero. The unfunded ac- 
crued pension liability is the total of all the accrued 
benefits earned in previous years both by the em- 
ployees and the retirees, less any available assets. 
The amortization payments grow at an annual rate 
of 4.5%, in accordance with the law. 


Thus, for 40 years beginning in FY90 the City’s 
pension costs will consist of two components — 
the “normal cost” for a year and the amortized por- 
tion of the unfunded liability. The combination of 
these components will be laid out in a “funding 
schedule” that will be updated periodically over the 
40 years. At the end of the forty year schedule, the 
“normal cost,” or currently incurred liability, will 
be the only pension cost which the City will have 
to continue to fund. 


Over the forecast period the adoption of the local 
option provisions of the 1987 Pension Reform Act 
will have several effects on Boston. Certain pro- 
visions will result in an increase in the underlying 
costs of the pension system; according to the stat- 
ute the City is be compensated for these by a pen- 
sion grant from the Commonwealth during the first 
15 years of the funding schedule. As of yet, the 
Commonwealth has not fulfilled this legal obliga- 


tion. The outlook for the pension funding schedule 
appears favorable. Based on the calculations of 
two separate actuarial valuations, the system’s 
costs under the full funding schedule will be lower 
than its actual pay-as-you-go costs. However, 
under the Pension Reform Act, in tandem with ac- 
cepting the local option provisions, a local retire- 
ment system must appropriate at least its 
pay-as-you-go costs for the first six years of its 
funding schedule. 


In accordance with the funding schedule, from 
FY91 forward, pension costs will increase by less 
than 5% per year. The “unfunded liability” compo- 
nent of the costs will grow at 4.5% per year, as di- 
rected by the law; the normal cost component, as a 
constant percentage of the payroll, will grow by the 
assumed long-term payroll growth rate of between 
4.5% and 5.0%. The less than 5% growth per year 
is within the bounds of the City’s long-term reve- 
nue growth, and therefore pension funding, partic- 
ularly when offset by the legally obligated pension 
grants from the Commonwealth, should not create 
difficulties for the City in future budgets. 


CONCLUSION 


Multi-year financial planning and analysis is in- 
creasingly important as revenue growth moderates 
and federal and state cutbacks severely impact the 
City’s ability to deliver adequate services. Al- 
though the City is currently operating on a sound 
financial basis, continued caution is needed in the 
future. The financial controls instituted in recent 
years will help insure a continuation of balanced 
budgets and accountability with respect to expen- 
ditures. The tracking of revenues will enable the 
City to better plan future budgets. The City has 
also taken significant steps to enhance revenues 
from existing sources. Ultimately, the Common- 
wealth must renew its commitment to the state’s 
Cities and towns. 
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COMPARATIVE REVENUE 
ESTIMATES AND ANALYSIS 


INTRODUCTION 


Following is a description of all City revenues 
which are deposited in the General Fund, as cate- 
gorized in the Summary Budget. Most revenues 
received by the City are included in this chapter 
which discusses property tax levy, state distribu- 
tions, hospital reimbursements, departmental in- 
come, excise taxes, and other significant revenue 
sources. The descriptions include the recent his- 
tory of each revenue source, and the underlying as- 
sumptions behind the FY91 projections. 


FY91 marks the second consecutive year of a less 
than 3 percent growth in total general fund reve- 
nues, after four years of moderate increases. The 
major cause for this slowdown is that the once pre- 
dictable annual increases in local aid have disap- 
peared. The state has resorted to reduced 
assistance to cities and towns in order to address its 
own as yet unresolved budget difficulties. 


Although the property tax levy has continued to 
grow, the increase is at a level no greater than in- 
flation. Reimbursements to the Department of 
Health and Hospitals show signs of an increase 
after several years of limited growth. But in order 
to maintain critical services in FY91 despite state 
cutbacks, the Mayor has forwarded to City Council 
a package of proposed fee and fine increases; is 
making use of available reserves; and is advocating 
the establishment of additional local option excise 
taxes by the state legislature. 


PROPERTY TAX LEVY 


The property tax levy has been the City’s most de- 
pendable source of major revenue growth during 
the past seven years. In FY9I it will provide 39 
percent of all City revenue. The increases have 


been approximately $30 million, $31 million, $28 
million, $30 million, $32 million, $35 million, and 
$27 million (estimated) in FY85, FY86, FY87, 
FY88, FY89, FY90, and FY91. (See Property Tax 
Levy FY81-91.) It should be noted, however, that 
because of the increasing property tax levy base, 
the $30 million in FY85 represented an 8.9 percent 
increase, while the $27 million increase estimated 
for FY91 represents only a 5.2 percent growth rate. 


Property Tax Levy Under Proposition 2 1/2. When 
Proposition 2 1/2 was approved, the City’s property 


tax levy was significantly higher than 2 1/2 percent 
of assessed cash value. The City was required to 
reduce its property tax levy by approximately $78 
million in FY82, $66.1 million in FY83 and $40.6 
million in FY84, resulting in a FY84 levy of $333 
million, and in a reduction in tax revenue com- 
pounded over three years of $406.8 million. The 
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FY 84 property tax levy was the lowest it had been 
sinces 7s la 


Once the mandated property tax reductions were 
achieved in FY84, the City could then anticipate 
regular growth in its property tax revenues in fol- 
lowing years due to (1) the allowed 2 1/2 percent in- 
crease, plus (2) the value of new construction 
added to the tax base. Because of the pressing de- 
mand to restore sorely needed City services, the 
City chose to maximize revenue growth allowed 
under Proposition 2 1/2. In the first year, FY85, the 
allowable 2 1/2 percent increase produced an addi- 
tion of $8.3 million to the levy. As the levy base 
has increased each year, so has the 2 1/2 percent in- 
crease, reaching $13 million for FY91. (See Prop- 
erty Tax Levy Increase.) 
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The arbitrary nature of the allowable 2 1/2 percent 
statutory increase in the levy has been noted by leg- 
islators and special commissions studying both 
State and local fiscal problems. With inflationary 
costs for providing City services averaging be- 
tween 5 percent and 7 percent, a 2 1/2 percent in- 
crease is simply not adequate to support the same 
level of services from year to year. The state legis- 
lature is expected to review proposals which would 
adjust the allowable increase in the levy to reflect 
a reasonable index of inflation. 


Proposition 2 1/2 excludes from the limit on the an- 
nual levy increase any new properties and any in- 


creases in property valuations in excess of 50 per- 
cent of the previous year for certain residential 
property and in excess of $100,000 for commer- 
cial, industrial and personal property. The City is 
thus able to capture the tax value of most new con- 
struction, new personal property, and changes from 
exempt to taxable status. The total increases in 
levy attributable to taxable new value in FY89 and 
FY90 were approximately $20.7 million and $16.4 
million, respectively. The tax levy projection pre- 
sented in the FY91 budget assumes a increase of 
$12.8 million in the levy due to taxable new value. 
This represents the smallest addition to the levy 
from taxable new value in the past seven years. 
The lower growth is the result of both the lower tax 
rate on the new construction and a temporary slow- 
down in major downtown development. 


It took six years, from FY85 to FY90, under the re- 
strictions imposed by Proposition 2 1/2 for the levy 
to finally return in current dollar terms to its FY81 
high. In constant dollars, however, the FY91 tax 
levy is still fully 37 percent less than FY81’s levy 
total, and this is in spite of the addition of $5.5 bil- 
lion of new taxable value onto the property tax base 
between FY85 and FY90. 


Property Values in Boston. Up until very recently, 


the value of property located in Boston experi- 
enced a very high rate of appreciation. This has 
been reflected in each of the three triennial City- 
wide revaluations completed by the Assessing De- 
partment since 1983, in which all taxable 
properties have been revalued at 100 percent of fair 
cash value as mandated by state law. The first re- 
valuation, completed in June, 1983, resulted in a 
certified property valuation of $12.2 billion as of 
January 1, 1982. The second City-wide property 
revaluation was completed in June, 1986, and es- 
tablished the value of taxable property in the City 
as of January 1, 1985 at $20.2 billion. In Novem- 
ber, 1988, the City completed its third City-wide re- 
valuation which established the value of taxable 
property in the City as of January 1, 1988 at $35.4 
billion. The enormous task of revaluing all the 
City’s taxable properties has been completed in a 
more timely and accurate fashion with each suc- 
ceeding revaluation. 
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Because the City has done property value trending 
computations in the years between full revalua- 
tions, assessed values can rise significantly in those 
years if there is a high rate of appreciation for prop- 
erty in the City. The certified property valuations 
for January 1, 1986 and January 1, 1987 were 
$24.2 billion and $28.8 billion, reflecting both sig- 
nificant appreciation in the Boston real estate mar- 
ket as well as new development and renovation. 
For the certified property valuation for January 1, 
1989, the City determined that values had not risen 
significantly enough to warrant property value 
trending computations. Thus, the certified prop- 
erty valuation for January 1, 1989 of $35.8 billion 
represented minimal change from the prior year’s 
full revaluation. 


f reciation Under ition 2 1/2. 
Under Proposition 2 1/2, high appreciation in prop- 
erty values does not translate into additional tax 
levy dollars since the year-to-year levy increase on 
the prior year’s base is limited to 2 1/2 percent. 
Thus, any appreciation above 2 1/2 percent actu- 
ally results in an offsetting decrease in the tax rate. 
In fact, in what may fairly be described as an un- 
usual and unintended outcome of Proposition 2 
1/2, Boston’s tax levy base has grown more slowly 
than it would have with much lower rates of appre- 
ciation because significant reductions in the tax 
rate have resulted in the City getting a diminishing 
return in its levy for each dollar of taxable new 
value. Consider the following comparison: For 
FY85 the City had $734 million in taxable new 
value which translated into $21.6 million in addi- 
tional levy; for FY90 the City had $950 million in 
taxable new value which translated into only $16.4 
million in additional levy. The relatively severe 
Proposition 2 1/2 restrictions have permanently 
lessened the tax value of billions of dollars of new 
construction. 


Limiting the Residential Tax Burden. Between 
FY83 and FY90 the residential tax rate dropped 
from $21.47 per $1,000 valuation to $8.45; the rate 
for commercial and other property declined from 
$40.30 to $21.47. The differing rates for residen- 
tial property are the result of the City’s utilization 
of the so-called classification law, added to the 


state constitution in 1978, and amended in 1988. 
Cities and towns are given the option of determin- 
ing the share, within specific limits, of the annual 
levy derived from the various categories of prop- 
erty. Prior to the 1988 amendment to the classifica- 
tion law, the portion of the levy derived from 
residential property had to be at least 65 percent of 
its share of the total taxable value. Similarly, the 
portion of the levy derived from commercial, in- 
dustrial, and personal property could not exceed 
150 percent of its share of the total value. The 1988 
amendment changed these parameters from 65 per- 
cent to 50 percent, and 150 percent to 175 percent 
respectively, with one significant qualification: 
that the adoption of a lower residential factor could 
not result in the residential burden of the total prop- 
erty tax levy being lower than its lowest percentage 
since the state first certified the municipality’s val- 
ues as representing 100 percent fair cash value. 
From FY83 to FY88, the City classified its tax rates 
in order to minimize the residential tax burden to 
the full extent allowable by the classification law. 
The FY89 and FY90 tax rates were similarly clas- 
sified to the full extent allowable by the 1988 
amendment to the classification law. 


New Pr Tax Collection Options. The Bud- 
get Control and Reform Act of 1989, passed by the 
legislature in December, attempts to give cities and 
towns two new options in administering property 
taxes. The first is to change the date for valuing 
new construction and other forms of taxable new 
value from January 1 to June 30. This would allow 
a one-time eighteen month calculation for that por- 
tion of the FY91 levy. The City finds that the stat- 
ute governing this option may have constitutional 
flaws and has thus chosen not to pursue this 
change. 


The second option allows municipalities to send 
out tax bills quarterly rather than semi-annually. 
Benefits include a more steady cash flow and a 
modest increase in investment income. At this 
time, however, the City believes that the additional 
One-time and recurring costs associated with the 
administrative changes required to implement 
quarterly billings, coupled with a potential short- 
term reduction in actual tax collections, may more 
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than offset the advantages provided by this option. 


STATE DISTRIBUTIONS 


No other revenue factor has had as profound an im- 
pact on Boston’s operating budget than the break- 
down of the Commonwealth’s local aid funding 
policy over the past fourteen months. Since Janu- 
ary 1990, the Governor’s initially proposed unre- 
stricted local aid increase of $120 million for FY90 
was eliminated by the House of Representatives 
(leaving local aid essentially level funded for the 
first time since FY81); unrestricted local aid was 
further reduced by the withholding of $210 million 
from the appropriation levels approved in the 
legislature’s final FY90 budget; cities and towns 
are operating under the threat of a one-time reduc- 
tion of another $500 million in FY90 aid; and the 
Governor’s proposed FY91 budget suggests fur- 
ther local aid reductions totalling approximately 
$86 million. 


This dramatic sequence of events has fundamen- 
tally altered the financial relationship between the 
state and its municipalities, abruptly ending an 
eight year period (FY82 - FY89) in which a stable 
and dependable local aid funding policy allowed 
for planning and predictability in local budgets and 
Services. 


Estimating state cherry sheet distributions has be- 
come, consequently, problematic. Last March was 
the first time in many years in which there were no 
actual approved local aid allocations available 
prior to the submission of the Mayor’s budget to 
City Council. However, the House of Representa- 
tives had approved its version of the FY90 budget 
prior to the City budget submission and the House 
version provided a perspective on legislative in- 
tent. This year, the legislature is deeply divided 
over the issues of increasing taxes or reducing ser- 
vices and has not yet acted at all. The Mayor’s 
FY91 proposed budget anticipates that the legisla- 
ture will recognize that local aid to cities and towns 
has already been disproportionately cut, and conse- 
quently will not reduce local aid below FY90 lev- 
els. 


Local Aid: State Response to Proposition 2 1/2. A 


brief history of the local aid process is important in 
order to explain the significance of this issue to 
Boston. As noted earlier, there was a precipitous 
drop in Boston’s property tax revenue subsequent 
to the enactment of Proposition 2 1/2. Similar 
property tax reductions are to be found in the bud- 
gets of most of the Commonwealth’s 351 cities and 
towns. Without state assistance, wholesale elimi- 
nations of essential municipal services were poten- 
tially required in order to deal with these drastic 
revenue reductions. In response to this compelling 
need, the Commonwealth increased the level of 
local aid to cities and towns. 


In the early 1980’s state and local leaders under- 
stood that while homeowners believed property tax 
levels were aggravatingly high and needed to be re- 
duced, most also wanted to maintain critical mu- 
nicipal services, such as public safety, health care, 
education, human services, parks and public 
works. As a result of this understandable, albeit 
contradictory, attitude, the Commonwealth 
pledged that it would henceforth share 40 percent 
of its so-called “growth” taxes in the form of direct, 
general purpose local aid with its cities and towns. 
(The “growth” taxes are the income, sales and cor- 
porate taxes collected by the Commonwealth.) 


This policy led to a dependable level of general 
purpose local aid growth through FY89. If, for ex- 
ample, the Commonwealth believed it would real- 
ize an increase of $500 million in the following 
fiscal year in those three taxes, it promised $200 
million in increased direct, general purpose local 
aid for the upcoming year, spread out among all cit- 
ies and towns. In essence, the Commonwealth 
created its own general revenue sharing program 
by returning tax dollars back to cities and towns 
from whence they came, but distributed in a man- 
ner that took into consideration the revenue capac- 
ity and service needs of those communities. 
Communities became dependent upon this funding 
mechanism. Boston’s experience was typical: as a 
percentage of the City’s budget, state aid in FY81 
was 21 percent of all general fund revenue; by 
FY89 it had increased to 35 percent. (See Compar- 
ison of State Distributions and Gross Tax Levy.) 
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COMPARISON OF STATE 


DISTRIBUTIONS AND GROSS TAX LEVY 
FY87 - FY91 


$ Millions 
600 


FY87 FY88 FY89 
Source: City of Boston Auditing Department 
Office of Budget and Program Evaluation 


It has been suggested that the State’s decision to 
provide increased local aid was as much pragmatic 
as philanthropic. The Commonwealth realized 
that some communities, confronted with huge rev- 
enue decreases and increasing service needs, 
would likely face bankruptcy and that the state 
would subsequently inherit local service responsi- 
bilities anyway. The spectre of municipal bank- 
ruptcies is raised again in FY91 without assurance 
that there will be no further decline in local aid. 


Local aid was needed (and has been used) to sup- 
port essential municipal services and to relieve the 
state from being forced to accept additional service 
responsibilities. The Commonwealth now appears 
to have absolved itself of a commitment upon 
which 351 cities and towns annually relied in order 
tO maintain municipal services. That commitment 
was renewed each year by timely approval of state 
aid amounts prior to March town meetings and 
April city council budget submissions, and by de- 
pendable earmarking of new growth revenues. 
These actions were highly valued by city and town 
officials who, perhaps in return, were willing to 
overlook the fact that in most years new local aid 
distributions fell short of 40% of the actual new 
growth of the three major state taxes. 


Up through calendar year 1988 the state had expe- 
rienced several years of exceptional revenue 
growth. (See Growth in the State Income and Sales 
Tax Receipts.) For four straight years, from calen- 


dar year 1984 through 1987, the growth in personal 
income tax receipts was 10% or higher. For four 
straight years, from calendar 1983 through 1986, 
the growth in sales taxes was 12% or higher. From 
calendar year 1984 through 1986 the growth in cor- 
porate income tax receipts was 12% or higher. 


Unfortunately, for both the Commonwealth and 
cities and towns, each of the three taxes has suf- 
fered notably in the recent slowdown in the Massa- 
chusetts economy. Without improved fiscal 
planning to smooth out the effect of economic cy- 
cles, municipalities will continue to suffer inordi- 
nately from slowdowns because of limitations 


GROWTH IN STATE INCOME AND SALES TAX 
CALENDAR YEAR 

Percent Growth 

30 


CY84 CcY85 CY86 CY87 CY88 
Source: Office of Budget and Program Evaluation 


under Proposition 2 1/2 and heavy reliance on local 
aid. 


Prior to elimination of any increase in local aid in 
FY90, there had been a trend in which Boston re- 
ceived a declining share of the statewide increase 
in resolution aid. (See Boston Share of New Res- 
olution Aid.) In FY84, Boston received 20.5 per- 
cent of the new resolution aid distributed that year. 
In the last increase in 1980, Boston received only 
16 percent of the growth. 


These reductions are shortsighted, since the local 
aid received by Boston helps to support the unique 
service demands placed on Boston. For example, 
Boston City Hospital handles 25 percent of the 
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BOSTON’S SHARE OF 
NEW RESOLUTION AID 


Percent of Total 


FY84 FY85 FY86 
Source: Office of Budget and Program Evaluation 


state’s uninsured patients, and treats large and 
growing numbers of AIDS patients and babies who 
are born drug addicted or are chronically under- 
nourished. The Boston school system has an un- 
usually large number of special needs students. 
Boston attracts individuals in desperate need of 
food and shelter, is beset by drug and crime prob- 
lems not found in suburbia, and is also a focal point 
for anew wave of immigrants.In fact, Boston’s ser- 
vice demands and resource restrictions are unique 
in comparison to other similar sized U.S. cities. 


Few, if any, municipalities assume, as does Boston, 
the wide array of fiscal responsibilities including 
schools, hospitals, county costs, and a large com- 
muter population, while coping with significant 
constraints on its revenue raising capacity, includ- 
ing a property tax cap, the availability of no other 
large major tax, and the exemption of 50 percent of 
its property from taxation. A better policy for the 
Commonwealth would be — if only out of concern 
for the protection of its own revenue base — to in- 
crease rather than decrease its investment in Bos- 
ton because of Boston’s key role as engine of the 
state economy and center of finance and commerce 
for the entire region. 


Lottery Distributions. As noted in the accompany- 


ing chart, the City’s share of State lottery distribu- 
tions, an important component of local aid, has also 
steadily eroded during the 1980’s from 17.5 per- 
cent in FY80 to 8.3 percent in FY90 (less than the 


City’s share of the state population). The main fac- 
tor driving this reduction is the emphasis in the lot- 
tery distribution formula on equalized valuation 
per capita, anumber which has increased more dra- 
matically for Boston than most other municipali- 
ties over the last several years. The use of 
equalized valuation per capita as a revenue capac- 
ity measure is outdated since the property tax levy 
itself is capped. In recognition of this, the state 
began in FY88 to apply the formula only to the in- 
cremental increase for the current year. 


BOSTON’S SHARE OF 
LOTTERY DISTRIBUTIONS 


FY80 FY82 FY84 
Source: Office of Budget and Program Evaluation 


Chapter 121A Distributions. The Urban Redevel- 


opment Corporation excise is a municipal excise 
in-lieu-of-tax for which the state acts as the collec- 
tor and distributor. This revenue item has experi- 
enced very solid growth during the1980’s, going 
from $13.5 million in FY81 to $32.5 million in 
FY89. In FY90 and FY91, the City expects to re- 
ceive $34.8 million and $35.0 million, respec- 
tively. 


The Chapter 121A legislation, passed in 1960, al- 
lows local governments, in cooperation with their 
redevelopment authorities, to suspend the imposi- 
tion of property taxes at their normal levels on 
properties determined to be blighted, in order to en- 
courage redevelopment of such properties by spe- 
cial corporations organized under this legislation. 
(Boston at the time had gone through an extended 
period of very little major new development.) The 
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formula for the 121A, section 10 excise in-lieu-of- 
tax is the greater of: (A) $10 per $1000 of value es- 
tablished at the time in which the excises first 
becomes payable plus 5 percent of gross income, or 
(B) the current tax rate times the average of the last 
three years’ assessment (or the current assessment 
if that is less). 


Teacher Pension Reimbursements. Boston’s 
“cherry sheet” (which lists the various local aid 
amounts to be distributed to municipalities) in- 
cludes an item unique to the City: the teachers’ pen- 
sion reimbursement for pension charges to the City. 
Boston is reimbursed for the prior year costs asso- 
ciated with pensions paid to retired Boston teach- 
ers. The amount has remained in the $22 to $23 
million range over the last several years. 


The pensions paid to retired teachers from all other 
cities and towns in Massachusetts come directly 
from the Commonwealth via the State-Teachers 
Retirement System. But ina singular arrangement 
mandated by general law, pensions paid to retired 
Boston teachers are initially paid by the State-Bos- 
ton Retirement System, which then charges the 
City of Boston for this cost, which in turn is reim- 
bursed by the Commonwealth. In short, the Bos- 
ton teachers’ pension payroll is administered 
locally, but, as with all other teachers’ pensions in 
the state, is the financial responsibility of the Com- 
monwealth. 


HOSPITAL INCOME 


The City has three hospitals: Boston City, Long Is- 
land, and Mattapan. Boston City Hospital, the 
largest, is a 389 bed acute care hospital which for 
the last seven years has accounted for over 80 per- 
cent of the City’s hospital reimbursements. Long 
Island and Mattapan are chronic care hospitals with 
188 beds and 151 beds, respectively. 


In FY87, FY88 and FY89, the City recorded reim- 
bursements from all three hospitals totaling $142.7 
million, $147.3 million, and $154.7 million, re- 
spectively. For the current fiscal year, the City es- 
timates that hospital income will total $156.6 
million, followed by $172 million in FY91. Under 
the governing legislation for acute care hospitals, 


reimbursement rates build in an inflation factor for 
medical costs. 


The increase projected for FY91 reflects these in- 
creases, as well as action by the state legislature to 
rectify the state’s failure over the past several years 
to process Medicaid bills in a timely fashion. In 
FY89, recognizing the accumulated amounts of 
payments owed to hospitals throughout the state, 
the legislature authorized short term borrowing to 
support payments owed from previous years. 
More timely payment of current obligations, plus 
additional settlements for past fiscal years are re- 
flected in the FY91 revenue estimate. 


Payment source for the patients cared for at Boston 
City Hospital is approximately as follows: 46 per- 
cent uncompensated care; 27 percent Medicaid; 17 
percent Medicare; 5 percent Blue-Cross/Blue- 
Shield; and 5 percent commercial insurance. In 
general, the flow of Boston City Hospital reim- 
bursements has been uneven. After a significant 23 
percent increase in reimbursements in FY84, there 
was a small decrease in FY85. In FY86, Boston 
City Hospital experienced a 41 percent jump as 
Medicaid caught up with two years’ worth of prior 
billings. This in turn was followed by decreases in 
both FY87 and FY88. 


This volatility reflects fluctuating Commonwealth 
reimbursement policies which have generally been 
characterized by periods of delayed reimbursement 
alternating with suddenly accelerated or lump-sum 
reimbursements in order to catch up with prior 
years’ liabilities. In spite of these timing fluctua- 
tions, the fiscal and legal basis for Medicaid reim- 
bursements to Boston City Hospital has remained 
intact. 


Since October, 1985, inpatient Medicare payments 
for Boston City Hospital and all other Massachu- 
setts acute care hospitals have been governed by 
the Medicare prospective payment diagnostic re- 
lated group method of reimbursement (PPS). The 
prospective payments for PPS are based on na- 
tional and regional diagnosis related group rates 
without regard to specific acute inpatient operating 
costs. Outpatient costs, on the other hand, have 
generally remained cost-based. 
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The City is completing the application process for 
a Federal Housing Administration loan guarantee 
for the financing of both renovation and new con- 
struction for Boston City Hospital. Upon comple- 
tion of this project, the single largest capital project 
ever planned by the City, Boston City Hospital will 
be a far more efficient and modern facility. It is 
significant to the City’s long-term revenue outlook 
that the relevant capital costs are reimburseable el- 
ements of medical rates. Straight-line depreciation 
on buildings, debt, capital leases and rent, are all 
currently allowable costs in determining the cost- 
based rates. In addition, Medicare reimburses for 
capital costs on the basis of its share of actual costs, 
less 15%. 


Chapter 574 of the Acts of 1985 established a state- 
wide pool which is funded from an add-on to bill- 
ing rates for hospitals with less than the state-wide 
average of uncompensated care. This pool reim- 
burses hospitals such as Boston City Hospital 
based upon their disproportionate share of uncom- 
pensated care. Boston City Hospital receives over 
$20 million per year from the uncompensated care 
pool. 


The uncompensated care pool was continued by 
Chapter 23 of the Acts of 1988, but the administra- 
tion of the pool was switched from Blue- 
Cross/Blue-Shield to the newly established state 
Division of Medical Insurance. Chapter 23 serves 
both as the universal health care bill and as the 
major legislation governing Massachusetts acute 
care hospital reimbursement. It continues the un- 
compensated care pool, but caps the funding raised 
from the add-on to billing rates. 


A commitment was made in Chapter 23 for the 
state to finance uncompensated care pool costs in- 
curred above the cap. In FY89, $15 million was ap- 
propriated in a supplemental budget for this 
purpose. This appropriation was continued into 
FY90. Although the Governor’s proposed FY91 
budget does not earmark funds for this purpose, 
this should not impact hospital revenue estimates. 
Because the cap has not yet been reached, no state 
funding is necessary at this time. 


DEPARTMENTAL REVENUES 


In FY91, departmental revenues will account for 
about 12 percent of all general fund revenues. The 
level of many departmental revenues is under the 
direct control of the City. For example, changes in 
the City’s fee or fine structure can occur from either 
administrative actions or a vote of City Council, 
unlike new tax options or local aid distributions, 
which require approval from the state legislature. 
This helps to explain the fact that departmental rev- 
enues have outpaced the property tax levy, local aid 
and hospital income since FY84 as the fastest 
growing major revenue category. 


MAJOR DEPARTMENTAL REVENUES 
$ Millions 


Permits 


in Lieu 
of Tax 


FY86 FY87 FY88 FY89 FY90 FY91 
Source: Office of Budget and Program Evaluation 


Departmental revenues have increased as a result 
of more aggressive collections and investment, ad- 
ministrative initiatives, fee and fine increases, and 
in some years, as a result of economic factors. Spe- 
cific revenue items which have increased substan- 
tially include building permits (through FY88), 
interest income, parking fines, and payments-in- 
lieu-of-taxes. All these items are described in more 
detail below. Together these sources have aver- 
aged over 60 percent of departmental revenues in 
the last several budgets. (See Major Departmental 
Revenues, and Departmental Revenues, FY91.) 


The strong overall history of departmental revenue 
growth is maintained despite the fact that FY91 de- 
partmental income is projected to decrease by 3.1 
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DEPARTMENTAL REVENUES 
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% PERMITS 


INTEREST 
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Source: Office of Budget and Program Evaluation 


percent, as compared with 14.7 percent and 1.5 
percent increases in FY90 and FY89. The FY91 
decrease is due to unusually large amounts of rev- 
enue coming into two accounts (Prior Year Reim- 
bursements and Settlements,) during FY90. The 
FY91 projection is contingent upon City Council 
approval of a fee, fine and charges package accom- 
panying the Mayor’s FY91 proposed budget. 


Parking Fine Revenues. The City expects that in 
FY9I1 parking fine receipts will experience signifi- 


cant growth. In FY83, receipts more than doubled 
from the prior year as a result of transfer of enforce- 
ment authority from the district courts to the City. 
Between FY84 and FY88, parking fine receipts 
outpaced inflation. Major factors figuring in this 
growth included non-renewal of violators’ registra- 
tions and licenses by the state Department of Motor 
Vehicles until penalties are paid, an increase in 
fines for public safety violations, increased boot- 
ing, increased ability to get fine payments from 
rental agencies, and systematic collection of fines 
for company cars. 


The projected growth in FY91 reflects both pro- 
posed increases in the levels of most fines, and in- 
creased enforcement, with most of the increase due 
to higher fine amounts and to the annualized im- 
pact of the recent Saturday ticketing initiative. 
Many parking violation fines levels have not been 
increased in eight years. Increases are needed in 
order to improve public safety by making enforce- 
ment more effective. The City also plans to expand 


enforcement in order to more fully support neigh- 
borhoods requesting residential parking programs, 
to enhance street-cleaning routes, and to reduce 
weekend violations. 


Investment Income. The City realized dramatic 
improvement in the area of investment income, 
from FY83 through FY86, paralleling the general 
overall improvement in the City’s finances. Since 
FY86, investment income has averaged over $20 
million per year. The current year-to-date amount 
through February indicates that the City should 
meet it’s updated forecast of $19.6 million for 
FY90. 


In general, the City’s level of investment earnings 
is a function of the prevailing interest rates and 
daily cash balances. FY90 began with interest 
rates relatively high, but in mid-year rates declined 
significantly. Furthermore, the Commonwealth 
switched back from quarterly to semi-annual local 
aid distributions to deal with its own cash flow 
problems. For these reasons the City’s FY90 and 
FY91 investment income amounts are expected to 
be slightly under the amounts realized in the previ- 
Ous two years. 


Payments-in-lieu-of-taxes. There has been a grad- 


ual increase in receipts for payments-in-lieu-of- 
taxes over the last several years. The City expects 
both the FY90 and FY91 receipts to compare fa- 
vorably with FY89. Approximately 75 percent of 
this revenue source comes from MassPort and the 
voluntary section 6 payments from Chapter 121A 
urban redevelopment corporations. Because both 
MassPort and section 6 payments are based on for- 
mulas which tie the payment to some measure of 
economic growth, these payments have experi- 
enced significant growth from year to year. In ad- 
dition, in recent years many non-profit entities 
have entered into new payments-in-lieu-of-taxes 
agreements with the City. These include major 
universities and hospitals located in Boston. 


Building Permits. The City experienced a substan- 
tial upswing in building permit revenue between 


FY82 and FY86. This upswing was related to a 
dramatic increase in the level of development 
which took place in Boston over that period. In ad- 
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dition, improvements in Inspectional Services De- 
partment administrative and monitoring proce- 
dures have provided more vigilant oversight and 
more accurate estimates of building project costs. 


Projections of building permit revenue are diffi- 
cult, since the unpredictable timing of large scale 
projects can result in dramatic swings upward or 
downward. Between FY86 and FY88, revenue 
from building permits continued to grow modestly. 
In FY89 the City experienced a significant de- 
crease in building permit revenue directly related 
to a dropoff new development and renovation ac- 
tivity. The downward slide has continued into 
FY90 as the City currently expects this item to fall 
short of the budget projection by a significant mar- 
gin. This decline is also reflected in the FY91 pro- 
jection. 


EXCISE TAXES 
Real Estate Transfer Excise. During FY90 the City 


added two new excise taxes to support municipal 
services. The City had been receiving a real estate 
excise tax (commonly referred to as the condo ex- 
cise) since FY83. Until FY90, these receipts were 
earmarked for the payment of the Funding Loan 
Act of 1982 bonds (commonly referred to as the 
Tregor bonds). Since the City completed payment 
on the bonds in FY90, the condo excise receipts 
have been deposited in the general fund. 


EXCISE REVENUE 
Motor Vehicle/Jet Fuel/Room/Deeds/Condominium 
$ Millions 
60 
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The state legislature doubled the deeds excise tax 
and earmarked the increase to offset some of the in- 
creasing cost of county government. Beginning in 
FY90, 85 percent of these receipts are appropriated 
from a special fund directly to county deparments. 
The remainder will be used to cover a share of 
county overhead costs paid by the City out of cen- 
tral accounts. The funds from this increase in the 
deeds excise are treated as grants and included in 
Volume V of the proposed budget. 


Below is a description of the the three larger excise 
taxes received by the City into the general fund. 


Motor Vehicle Excise. The motor vehicle excise 
tax underwent mandated Proposition 2 1/2 cutbacks 
similar to those in the property tax levy, resulting in 
a reduction in excise revenues of nearly 60 percent 
in FY81. Beginning in FY82, motor vehicle excise 
has exhibited steady growth and was the City’s 
fastest growing recurring revenue source between 
FY84 and FY86. Part of the growth was due to an 
improved collection effort by the City for prior 
years’ bills. Furthermore, during the mid-eighties 
the dramatic annual growth in Massachusetts in 
personal income increased the purchasing power of 
local consumers. The fall of 1986 was a particu- 
larly intensive period of high volume new car pur- 
chases due to the combination of low financing and 
the motivation to buy before federal tax reform 
changed the rules on interest deductions. 


These spurts have been reflected in the Motor Ve- 
hicle Excise receipts in a somewhat delayed fash- 
ion due partly to administrative problems at the 
state Department of Motor Vehicles, where all 
motor vehicle excise liabilities are determined. 
Thus FY88 receipts actually decreased, but in 
FY89 the receipts leaped forward, reflecting some 
significant catchup from the previous year’s bill- 
ings. The FY90 projection is based on the under- 
lying real growth trends. Receipts through the end 
of March indicate that this projection appears to be 
on the mark. A modest increase is assumed for 
FY91. 


Room-Occupancy Excise. In 1985, state legisla- 


tion was enacted authorizing two local option ex- 
cise taxes On room-occupancy rates and jet fuel. 


REVENUE ANALYSIS 


These taxes were the first new revenue sources 
available to the City since the motor vehicle excise 
was enacted in 1928. The Commonwealth collects 
these taxes and distributes them to the City. In their 
Start-up years (initiated in FY85; first complete 
year of collection in FY86), the jet-fuel and room- 
occupancy excises provided needed revenue 
growth to the City. (See Excise Revenue.) 


The room-occupancy excise amounts to 4 percent 
of the total amount of rent for each occupancy (in 
addition to the existing state-wide 5.7 percent ex- 
cise). Room-occupancy excise receipts increased 
in FY88 and FY89 at 16.8 percent and 11.8 per- 
cent, respectively. More recently growth has 
slowed as Boston’s occupancy rate has decreased 
slightly, and room rates have leveled off. These 
rates are strongly dependent on tourism which is 
currently lagging in the Boston area as consumers 
nationwide become more cautious with their dis- 
cretionary spending. Another driving element in 
room and occupancy rates is spending by busi- 
nesses on travel. Such spending is likely to slow 
down, if it has not already, as U.S. corporate profits 
show signs of slowing. As aresult, the 6.0 percent 
increase projected for FY90 may not be realized. 
In FY91, the City projects a 2.8 percent decrease 
from the FY90 estimates. 


Jet-Fuel Excise. In addition to the room-occu- 
pancy excise described above, the legislature in 
1985 enacted a local option excise on the sale or 
use of jet-fuel at a rate of 5 percent of the average 
sales price, but not less than 5 cents per gallon. Jet- 
fuel excise receipts have been relatively flat in 
FY90. This trend is expected to continue during 
FY91. The major factor which offsets the increase 
in the number of flights from Logan International 
Airport is the increased fuel efficiency of commer- 
cial aircraft which use the airport. 


Because fuel is such a major portion of their expen- 
ditures, airlines are strongly motivated to increase 
the fuel efficiency of their fleet. For example, the 
percentage of scheduled Logan passenger opera- 
tions in “stage-3" aircraft increased from 23 per- 
cent to 41 percent between 1984 and 1988. This 
has had a significant impact upon the demand for 
fuel at the airport because the amount of fuel 


needed for the same unit of elapsed time between 
takeoff and landing is an estimated 36 percent less 
in a stage-3 aircraft as compared to its predecessor 
stage-2 model. (This variance uses as the example 
for stage-2 aircraft, the Boeing 727-200, and for 
stage-3, the Boeing 737-300.) 


BUDGETARY FUND BALANCE 


The budgetary fund balance has become an in- 
creasingly important part of the City’s revenue pic- 
ture in the last four budgets as the City has 
improved its financial management and ended 
years of deficit spending. Also referred to as “‘free 
cash,” this item is most simply described as the 
portion of the available reserves, generated to a 
considerable degree by annual operating surpluses, 
which the City can responsibly appropriate for 
spending. The law governing the calculation and 
availability of budgetary fund balance for cities 
and towns is Chapter 59, section 23 of Mass. Gen- 
eral Law, and is administered by the 
Massachusett’s Department of Revenue’s Bureau 
of Accounts. 


The City had an operating deficit for ten straight 
years between FY76 and FY85. In all of those 
years the City also had a negative free cash bal- 
ance. In addition, the City had a negative free cash 
balance for several years preceeding FY76. (A siz- 
able “property taxes receivable” weighs heavily as 
a negative component in the free cash calculation.) 
Beginning with FY86, the June 30th free cash bal- 
ance has been positive for four straight years, 
thereby freeing up reserves for appropriation in the 
subsequent year budgets. 


Factors supporting the appropriation of budgetary 
fund balance for FY91 include: 1) Fund equity has 
built up steadily over a long period of time, turning 
positive in FY83 and increasing every year since. 
2) Property taxes continue to have a very high col- 
lection rate. 3) Boston has exceeded its revenue es- 
timates for the last five years (FY85 - FY89) and 
has continued a similar practice of cautious reve- 
nue estimating in the FY90 budget. 4) Personnel 
spending continues to be successfully controlled 
through a quarterly allotment system mandated by 
Mass. General Law. 5) The City has reduced 
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spending and personnel in many areas to adjust for 
significant cuts in local aid. 6) The outlook in the 
near-term for the City’s cash flow is very good. 
For these and other reasons, the City expects and 
intends to continue to run a slight operating surplus 
in the current and coming year’s budgets. This 
bodes well for continued availability of free cash 
for FY92 and beyond, so long as the City continues 
to monitor expenditures carefully and continues to 
maintain its high collection rate in property tax col- 
lections. 


State law permits two ways of certifying free cash. 
The first method is to add accumulated surpluses 
and subtract accounts receivable as of the last day 
of the fiscal year. Any resulting positive balance is 
generally available for appropriation during the 
subsequent fiscal year. The second method is to 
update the City’s property tax receivables during 
the course of the year (up through March 31). Out- 
standing prior year property tax billings collected 
during the current year are netted into an adjusted 
free cash balance, which if positive, is available for 
appropriation up until June 30th. 


During the two-year period spanning the FY90 and 
FY91 budgets, the City has available a total of ap- 
proximately $40 million in budgetary fund bal- 
ance. This amount is derived as follows: 1) $1.9 
million remaining from the June 30, 1988 free cash 


certification, appropriated on June 28, 1989 for 
FY90; 2) $11.96 million from the June 30, 1989 
free cash certification, appropriated in a March, 
1990 supplemental budget for FY90; 3) $26.1 mil- 
lion from an updated June 30, 1989 free cash certi- 
fication which takes into account additional prior 
year property tax receipts and special fund receipts. 
From this $26.1 million update, $6.16 million is 
used to support a proposed supplemental appropri- 
ation in FY90, and the remaining $19.94 million 
will support the proposed FY91 budget. 


In essence, updating property tax receivables dur- 
ing the course of the year provides for the early rec- 
Ognition of the current year’s free cash level. 
Accordingly, these funds are proposed to support 
expenditures over a two-year period. Accounting 
for both the prior June 30th’s balance and updating 
property tax receivables within twelve months 
makes it more likely that the initial June 30, 1990 
budgetary fund balance calculation will be rela- 
tively small. Even more careful managing of re- 
sources during the FY91 will be required because 
it is less likely that the City will have free cash to 
cover supplemental appropriations. Early recogni- 
tion, however, will have no impact upon the avail- 
ability of free cash as a recurring source of revenue 
in future fiscal years, including FY92. 
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ACCOUNT NAME 


FY 1989 
ACTUAL 


FY 1990 
BUDGET 


FY 1991 
BUDGET 


011-0129 
011-0130 
011-0140 


011-5112 


011-0167 
011-1013 


011-0501 


011-5104 
011-5105 


011-0211 
011-0215 
011-0221 
011-0222 
011-0224 
011-0225 
011-0229 
011-0235 


011-7151 


011-0169 


PROPERTY TAX 
REAL & PERSONAL PROPERTY TAX 
OVERLAY RESERVE 
SUBTOTAL 
EXCISES 
MOTOR VEHICLE EXCISE 
HOTEL/MOTEL EXCISE 
JET FUEL EXCISE 
CONDO EXCISE 
BOAT EXCISE 
DEED EXCISE 
SUBTOTAL 
CHAPTER 121A 
URBAN REDEV. - CHAP 121A - SEC. 6 
URBAN REDEV. - CHAP 121A - SEC. 10 


SUBTOTAL 
FINES 
PARKING FINES 
DISTRICT COURT FINES 
CODE ENFORCEMENT 
MALFUNCTION OF FIRE ALARMS 
SUBTOTAL 


LICENSES & PERMITS 
BUILDING & STRUCTURES PERMITS 
STREET & CURB PERMITS 
HEALTH INSPECTIONS 
ALCOHOLIC BEVERAGES LICENSES 
ENTERTAINMENT LICENSES 
POLICE & PROTECTIVE LIC & PRMTS 
OTHER BUSINESS LIC & PERMITS 
CABLE TELEVISION 
OTHER LICENSES AND PERMITS 
SUBTOTAL 
INTEREST INCOME 
INTEREST ON INVESTMENTS 


PAYMENTS-IN-LIEU-OF-TAXES 
MASSPORT-IN LIEU 
OTHER - IN LIEU 


SUBTOTAL 


484,280,592 
(24,276,274) 


460,004,318 


25,777,396 
13,580,142 
12,960,966 
) 

40,566 

0 


52,359,070 


6,385,575 
32,512,620 


38,898, 195 


39,141,543 
2,791,094 
413,609 

0 


42,346,246 


11,423,439 
1,194,102 
470,888 
2,194,985 
426,386 
453,636 
741,291 
2,259,011 
219,811 


19,383,549 


22,346,791 


5,946,157 
5,529,195 


11,475,352 
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519,126,550 


(25,956,326) 
493,170,224 


19,600,000 
14,400,000 
13,200,000 
700,000 
15,000 
450,000 


48,365,000 


7,200,000 
34,834,000 


42,034,000 


43,372,645 
2,884,000 
575,000 
50,000 


46,881,645 


11,400,000 
1,200,000 
460,000 
2,200,000 
425,000 
450,000 
700,000 
525,000 
220,000 


17,580,000 


19,640,000 


6,450,000 
5,658, 100 


12,108,100 


546,300,000 
(27,315,000) 


518,985,000 


20,300,000 
14,000,000 
13,000,000 
700,000 
20,000 

0 


48,020,000 


7,000,000 
35,000,000 


42,000,000 


61,900,000 
2,470,000 
360,000 
50,000 


64,780,000 


9,100,000 
1,400,000 
650,000 
2,200,000 
425,000 
450,000 
600,000 
650,000 
440,000 


15,915,000 


19,500,000 


6,450,000 
5,518,000 


11,968,000 
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011-3105 
011-3109 
011-3120 
011-3202 
011-3211 
011-3301 
011-3311 
011-4002 
011-7117 
011-7119 
011-7131 
011-7132 
011-7155 
011-8000 


011-0133 
011-0134 
011-0136 


011-5106 
011-5111 


011-2503 


011-2502 


011-3401 


011-3411 
011-3421 


ACCOUNT NAME 


MISCELLANEOUS DEPT. INCOME 

VITAL STATISTICS 

LIENS 

CITY CLERK-FEES 

POLICE SERVICES 

FIRE SERVICES 

PARKING FACILITIES 

STREET, SIDEWALK & CURB REPAIR 

TUITION & TRANSPORT-SCHOOLS 

WORKERS COMP. REIMBURSEMENT 

SETTLEMENTS 

PENSIONS & ANNUITIES 

FRINGE BENEFITS & INDIRECT 

PRIOR YEARS REIMBURSEMENTS 

PRIVATE DETAILS - 10% ADMIN 

OTHER MISCELLANEOUS DEPT. INCOME 

SUBTOTAL 

PENALTIES & INTEREST 

PENALTIES & INT. PROP TAX 

PENALTIES & INT. M/VV TAXES 

PENALTIES & INT. TAX TITLES 

OTHER PENALTIES & INT. 

SUBTOTAL 

COUNTY 

REGISTRY OF DEEDS FEES 

NEW COURT HOUSE 

OTHER COUNTY REVENUE 


SUBTOTAL 
PARKING METERS 
CEMETERY TRUSTEE 


HEALTH & HOSPITALS 
CITY HOSPITAL 
LONG ISLAND 
MATTAPAN 


SUBTOTAL 


REVENUE ANALYSIS 


FY 1989 
ACTUAL 


761,238 
373,410 
231,970 
365,102 
1,582,355 
3,775,810 
2,007,188 
453,376 
352,199 
5,345,174 
2,850,269 
174,157 
3,366,584 
0 
1,545,639 


23,184,471 


1,746,007 
620,124 
3,835,517 
120 


6,201,768 


1,907,365 
1,551,918 
54,997 


3,514,280 


9,300,000 


700,000 


126,444,729 


16,600,604 
11,699,814 


154,745,147 


FY 1990 
BUDGET 


750,000 
375,000 
240,000 
350,000 
1,600,000 
3,100,000 
7,300,000 
450,000 
734,567 
7,178,631 
2,400,000 
250,000 
14,900,000 
1,082,360 
1,058,900 


41,769,458 


1,800,000 
600,000 
3,800,000 
0 


6,200,000 


1,900,000 
1,500,000 
50,000 


3,450,000 


8,700,000 


1,470,000 


137,116,575 


9,910,869 
9,572,556 


156,600,000 


FY 1991 
BUDGET 


eee 


900,000 
655,000 
250,000 
365,000 
1,400,000 
2,800,000 
6,630,000 
500,000 
550,000 
200,000 
2,815,000 
1,500,000 
3,400,000 
1,600,000 
1,104,060 


24,669,060 


1,400,000 
650,000 
4,400,000 
0) 


6,450,000 


1,700,000 
0 
40,000 


1,740,000 


6,800,000 


1,000,000 


144,000,000 


16,000,000 
12,000,000 


172,000,000 


011-1111 
011-1112 
011-1114 


011-1117 
011-4103 
011-1119 
011-1301 
011-1311 
011-1316 
011-1308 


011-1115 


011-2504 


011-2500 


ACCOUNT NAME 


TIONS 

STATE LOTTERY LOCAL AID 
HIGHWAYS - LOCAL AID 
VETERANS SERVICES - LOCAL AID 
RESOLUTION AID 

PUBLIC LIBRARY - LOCAL AID 
LIBRARY OF LAST RECOURSE 
RACING TAXES 

SCHOOL CONSTRUCTION 
TRANSPORTATION OF PUPILS 
TUITION FOR STATE WARDS 
RECREATIONAL PROGRAMS 


SUBTOTAL 


REIMBURSEMENT - TEACHERS’ PEN- 
SIONS 


BUDGETARY FUND BALANCE 


SALE OF LAND 


GRAND TOTAL 


FY 1989 
ACTUAL 


1,848,608 


25,328, 750 
474,911 
1,084,858 
351,013,866 
523,744 
1,775,871 
471,658 
14,669,747 
10,136,731 
735,211 
13,366 


408,077,321 


22,220,568 


15,035,000 


2,000,000 


1,291,792,076 
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FY 1990 
BUDGET 


1,852,063 


25,328, 750 
461,800 
1,062,473 
331,157,445 
0 

0 

467,500 
14,704,591 
10,026,607 
709,030 
2,091 


385, 772,350 


22,955,125 


20,023,099 


0 


1,326,719,001 


FY 1991 
BUDGET 


a 


STATE DISTRIBUTIONS 
R.E. ABATEMENTS, & ELDERLY EXEMP- 


1,852,063 


25,328,750 
461,800 
1,062,473 
331,157,445 
0) 

0 

467,500 
14,704,591 
10,026,607 
709,030 
2,091 


385,772,350 


23,000,000 


19,940,940 


500,000 


1,363,040,350 
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SUMMARY BUDGET: FISCAL YEAR 1991 


OVERVIEW 


The City expects FY91 to be the fifth year in a row 
that the budget will not be burdened with a prior 
year operating deficit. The City will enter FY91 al- 
ready having met the requirement for a reserve of 


first stage of the budget approval process as the 
Mayor submitted the proposed budget to City 
Council in early April. The property tax levy is 
currently projected at 5.2 percent over FY90. Total 
excise revenues are projected to remain constant in 
FY91 after decreasing in FY90. Health and Hos- 


SURPLUSES AND DEFICITS 
FY80 - FY89 


$ Millions 
20 


10 
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Source: City of Boston Auditing Department 


FY83 


2.5 percent of prior year departmental appropria- 
tions. In addition, the City finds it unnecessary in 
either FY90 or FY91 to use non-recurring revenues 
to support the operating budget. 


REVENUES 


FY91 is expected to be the second year in a row of 
minimal growth in general fund revenue, due to 
significant reductions in state distributions. Total 
revenues are projected to increase by only 2.7 per- 
cent in FY90 and 2.7 percent in FY91. State distri- 
butions are assumed to be level with FY90. The 
state abandoned its traditional March 1 approval of 
local aid in the FY90 budget process, and for FY91 
the House of Representatives had barely begun the 


FY84 


FY89 


FY85 FY86 FY87 FY88 


pitals revenue is projected to increase by 1.2 per- 
cent in FY90 and 9.8 percent in FY91, with timing 
of reimbursements playing a major role as in past 
years. Departmental income is projected to de- 
crease by 3.1 percent in FY91, following a 14.7 
percent increase in FY90 which was largely due to 
exceptional revenue amounts received in just a few 
accounts. 


Non-recurring revenues play no role in funding the 
City’s FY90 and FY91 operating budgets. The 
City is, however, making maximum use of its 
available reserves as certified by the state in order 
to maintain a responsible level of services. Ap- 
proximately $20 million is earmarked for appropri- 
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NON-RECURRING REVENUE FY84 - FY91 
AS A PERCENT OF TOTAL REVENUE 


Percentage 
10 


FY84 FY85 FY86 FY87 FY88 FY89 FY90 FY91 
Source: Office of Budget and Program Evaluation 


ESTIMATED REVENUE FY90 


TEACHERS PENSION PAYMENTS 


PROPERTY 
TAX 


LEVY 121A DISTRIBUTIONS 


STATE 
28.5% CHERRY 
SHEET 
7 DISTRIBUTIONS 
excises 2°” 
DEPARTMENTAL 
INCOME 12.3% 
BUDGETARY FUND BALANCE '°” 11.6% HEALTH & HOSPITALS 
TEACHERS PENSION PAYMENTS 
PROPERTY 
TAX 39.3% 
LEVY 121A DISTRIBUTIONS 
STATE 
27.7% CHERRY 
SHEET 
DISTRIBUTIONS 
excises °4* x 
DEPARTMENTAL & 
INCOME 11.6% 


BUDGETARY FUND BALANCE ':4% 12.4% HEALTH & HOSPITALS 
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ation in both FY90 and FY91 from the City’s budg- 
etary fund balance. 


EXPENDITURES 


On the expenditure side, the overall rate of growth 
is expected to be 2.7 percent for FY91. Depart- 
mental expenditures will grow by 3.0 percent, and 
fixed costs by 2.0 percent. These growth rates are 
significantly less than inflation and City services 
will feel another year of strain. Excepting the oc- 
curence of unforseen events, the City expects that 
no prior year deficit, operating or overlay, will need 
to be funded out of the FY91 budget. 


In response to projections of slower revenue 
growth, the spending increases budgeted in FY90 
and proposed for FY91 are relatively modest. City 
departmental planned expenditures represent an in- 
crease of less than 1 percent in FY91 following a 
5.2 percent increase in FY90. Health and Hospi- 
tals planned expenditures increase by 4.8 percent 


PLANNED EXPENDITURES FY90 


CITY 
DEPARTMENTS 


HEALTH & 
HOSPITALS 


27.8% 


OOL 
DEPARTMENT 


into, 9Orand ss. U0 percent nih Y 915 Proposed 
County expenditures are due to increase by 8.1 per- 
cenbin bY 9OQland 22-5) percent in Fey 9 10) [his'ex- 
ceptional double digit growth is related to the 
opening of two new jails. Proposed funding for the 
School Department represents a 3.8 increase in 
FY90 and 4.4 in FY91. 


The pension appropriation decreases for the fourth 
straight year as the City enters the second year of 
its forty year full funding schedule mandated by the 
1987 Pension Reform Act which the City locally 
adopted in 1988. As a percentage of overall expen- 
ditures, pensions has decreased from 11.6 percent 
in FY87 to 8.3 percent in FY91. Debt service will 
grow by over 6 percent in both FY90 and FY91 as 
the City borrows sufficient funds to keep pace with 
an aggressive capital plan. Short-term borrowing 
during FY91 is a distinct possibility as the City en- 
ters the second year in which local aid is distributed 
semi-annually. 


PLANNED EXPENDITURES FY91 


CITY 
DEPARTMENTS 


OSPITALS 14.2% 


3.8% STATE 

ASSESSMENTS 
7 6.6% 

DEBT SERVICE 


74% 
PENSIONS 


SCHOOL 


DEPARTMENT °°? 
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CITY OF BOSTON BUDGET SUMMARY 


Dollars in Millions 


REVENUES FY86 FY87 FY88 FY89 FY90 FY91 
ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL TAX RATE 
PROPERTY TAX LEVY 394.6 422.5 452.4 484.3 520.9 585.1 
OVERLAY RESERVE (40.6) (30.9) (26.9) (24.3) (26.0) (26.4) 
MOTOR VEHICLE EXCISE 13.9 15.9 15.4 25.8 20.0 20.3 
ROOM OCCUPANCY EXCISE 6.8 10.4 12.1 13.6 13.9 14.0 
JET FUEL EXCISE 10.1 13.3 12.4 13.0 13.2 13.4 
DEPARTMENTAL INCOME 114.8 132.3 142.7 144.8 161.3 162.5 
HEALTH AND HOSPITALS 148.8 142.7 147.3 154.7 158.0 ten 
STATE CHERRY SHEET DISTRIBUTIONS 309.1 360.2 384.4 408.1 407.4 369.4 
121A DISTRIBUTIONS 29.5 29.6 32.3 32.5 33.0 30.3 
TEACHERS PENSION PAYMENTS 2Nat 21a, 22.3 22.2 23.0 23.7 
REVENUE SHARING 18.4 8.6 0.6 0.0 0.0 0.0 
BUDGETARY FUND BALANCE 0.0 4.0 13.4 15.0 20.0 29.0 
TOTAL RECURRING REVENUE 1,023.2 1,130.2 1,208.6 1,289.8 1,344.6 1,363.3 
NON-RECURRING REVENUE 18.0 15.9 14.7 2.0 0.0 0.0 
TOTAL REVENUES 1,041.2 1,146.2 1,223.3 1,291.8 1,344.6 1,363.3 
EXPENDITURES 
CITY DEPARTMENTS 343.3 394.0 436.4 467.7 495.3 496.4 
HEALTH & HOSPITALS 129.0 140.8 1S fez 179.4 186.8 193.6 
COUNTY DEPARTMENTS : 22.3 29.1 28.3 26.1 29.0 34.6 
SCHOOL DEPARTMENT 262.2 290.0 318.6 355.4 374.4 385.0 
TOTAL APPROPRIATIONS 756.8 849.9 940.5 1,028.7 1,085.6 1,109.6 
PENSIONS 125.9 131.8 130.5 120.5 114.2 113.1 
DEBT SERVICE 83.2 86.3 83.6 78.3 82.6 88.9 
STATE ASSESSMENTS 45.6 45.2 46.3 48.3 50.3 51.8 
RESERVE 8.5 4.5 3.9 0.7 0.0 
TOTAL FIXED COSTS 254.7 271.8 264.9 251.1 247.8 253.7 
TOTAL RECURRING EXPENDITURES 10345 Leiden, 1,205.4 i2Coy, 1,333.3 1,363.3 
OPERATING DEFICIT - PRIOR YEAR 12.9 0.0 0.0 0.0 0.0 0.0 
OVERLAY DEFICIT - PRIOR YEAR 10.0 15.1 het 4.2 1.0 0.0 
PRIOR YEAR DEFICIT 22.9 15.1 1 4.2 1.0 0.0 
TOTAL EXPENDITURES 1,034.4 1,136.8 1,216.5 1,284.0 1,334.3 1,363.3 
SURPLUS (DEFICIT) 6.8 9.4 6.8 7.8 10.3 0.0 


SUMMARY BUDGET 


CITY OF BOSTON 
IN CITY COUNCIL 


APPROPRIATION AND TAX ORDER FOR THE FISCAL YEAR 
COMMENCING JULY 1, 1990 AND ENDING JUNE 30, 1991 


ORDERED: 


I. That to meet the current expenses of the City of Boston 
and the County of Suffolk, in the fiscal year commencing July 
1, 1990 and ending June 30, 1991, the respective sums of 
money specified in the schedules hereinafter set out, be, and the 
same hereby are, appropriated for expenditure under the direc- 
tion of the respective boards and officers severally specified, 
for the several specific purposes hereinafter designated and, ex- 
cept for transfers lawfully made, for such purposes only — said 
appropriations, to the extent they are for the maintenance and 
operation of parking meters, and the regulation of parking and 
other activities incident thereto (which is hereby determined to 
be $6,800,000), being made out of the income from parking 
meters and, to the extent they are for other purposes, being 
made out of the proceeds from the sale of tax title possessions 
and receipts from tax title redemptions, in addition to the total 
real and personal property taxes of prior years collected from 
July 1, 1989 up to and including March 31, 1990, as certified 
by the City Auditor under Section 23 of Chapter 59 of the Gen- 
eral Laws, and out of available funds on hand (which is hereby 
determined to be Nineteen Million Nine Hundred Forty Thou- 
sand Dollars ($19,940,000) as certified by the Director of Ac- 
counts under said Section 23, and the balance of said 
appropriations to be raised by taxation pursuant to said Section 
2 . 
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FURTHER ORDERED: 


II. That to meet so much of the expenses of maintaining, im- 
proving and embellishing in the fiscal period commencing July 
1, 1990 and ending June 30, 1991, cemeteries owned by the 
City of Boston, or in its charge, as is not met by the income of 
deposits for perpetual care on hand December 31, 1989, the re- 
spective sum of money specified in the subjoined schedule be, 
and the same hereby is, appropriated out of the fund set up 
under Chapter 13 of the Acts of 1961 — the same to be ex- 
pended under the direction of the Commissioner of Parks and 
Recreation:— 


015-400-3321 
CEMETERY DIVISION 
PARKS AND RECREATION DEPARTMENT 


1. Personal Services $1,000,000 


TAX ORDER 


TWO YEAR COMPARISON OF CITY DEPARTMENTS 


DEPARTMENT 


Administrative Services Department 
Arts & Humanities, Office of 

Assessing Department 

Auditing Department 

Business and Cultural Development, Office of 
Capital Planning, Office of 

Cemetery Division, Parks and Rec. Department 
City Clerk Department 

City Council 

Consumer Affairs and Licensing 

Elderly, Commission on the Affairs of 
Election Department 

Emergency Shelter Commission 
Environment Department 

Execution of Courts, Damage Claims & Reimbursements 
Fair Housing Commission 

Finance Commission 

Fire Department 

Health and Hospitals Department 
Human Rights Commission 

Inspectional Services Department 

Jobs and Community Services, Office of 
Law Department 

Library Department 

Licensing Board 

Mayor, Office Expenses 

Medicare Payments 

Neighborhood Services, Office of 

Parks and Recreation Department 
Pensions and Annuities - City 

Persons with Disabilities, Commission on 
Police Department 

Policy Office 

Press Office 

Public Facilities Department 
PFD/Community Schools 

Public Works Department 

Real Property Department 

Registry Division, City Clerk Department 
Rent Equity Board 

Reserve Fund 

Retirement Board 

Snow Removal 

Transportation Department 

Treasury Department 

Unemployment Compensation Fund 
Veterans Department 

Women’s Commission 

Workers Compensation Fund 

Youth Fund 


FY90 


Appropriation 


63,918,129 
199,961 
6,684,972 
1,595,258 
1,180,000 
420,500 
1,807,000 
624,571 
2,452,629 
445,116 
2,299,993 
2,783,110 
206,827 
594,968 
4,750,000 
240,822 
151,362 
85,510,887 
187,948,000 
239,231 
10,120,000 
833,048 
3,190,000 
19,957,300 
542,007 
1,003,135 
1,200,000 
1,294,780 
12,500,000 
9,650,000 
180,283 
124,214,441 
645,200 
205,000 
11,201,129 
8,674,580 
66,680,000 
7,579,460 
666,650 
1,230,014 
725,000 
2,052,046 
2,250,000 
21,350,000 
2,738,771 
50,000 
2,797,681 
114,120 
1,680,000 


TAX ORDER 


FY91 


Recommendation 


67,349,551 
182,338 
5,787,161 
1,522,000 
1,053,740 
411,067 
1,396,000 
593,898 
2,444,350 
420,124 
2,194,650 
2,769,547 
222120 
594,134 
4,750,000 
241,057 
147,450 
86,579,177 
193,578,000 
229,573 
10,403,000 
301,184 
3,180,302 
19,588,910 
488,766 
968,693 
1,260,000 
1,233,000 
11,686,500 
9,000,000 
194,599 
127,640,000 
572,200 
184,018 
10,194,245 
9,186,240 
64, 188,000 
7,215,642 
655,000 
1,182,185 
0 
1,925,000 
2,250,000 
25,000,000 
2,644,000 
50,000 
2,577,631 
120,040 
1,680,000 
500,000 


Variance 


3,431,422 


(813,500) 
(650,000) 
14,316 
3,425,559 
(73,000) 
(20,982) 
(1,006,884) 
511,660 
(2,492,000) 
(363,818) 
(11,650) 
(47,829) 
(725,000) 
(127,046) 
0 
3,650,000 
(94,771) 
0 
(220,050) 
5,920 

0 

500,000 
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TWO YEAR COMPARISON OF COUNTY DEPARTMENTS 


Administrative Services Department 
Medicare Payments 

Penal Department 

Pensions and Annuities - County 
Registry of Deeds 

Suffolk County Jail 

Workers Compensation Fund 
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Appropriation 


TAX ORDER 


FY90 


1,720,000 
165,000 
11,749,878 
780,000 
1,734,736 
11,799,140 
320,000 


FY91 


Recommendation 


1,862, 100 
190,000 
14,976,700 
750,000 
1,656,200 
14,885,000 
320,000 


Variance 


142,100 
25,000 
3,226,822 
(30,000) 
(78,536) 
3,085,860 
0 


CAPITAL PLANNING FOR BOSTON 


History and Overview 


In July 1984, Mayor Flynn created the Office of 
Capital Planning (OCP). This Office is responsible 
for the preparation of an annual multi-year capital 
plan, oversight of capital expenditures, and the 
monitoring of capital construction and equipment 
acquisition. 


In 1984, reform of the City’s capital planning pro- 
cedures was long overdue. It had been almost 22 
years since the City produced a comprehensive 
multi-year capital plan. The absence of such a doc- 
ument to guide project selection and financial plan- 
ning had resulted in under-investment in certain 
portions of the City’s capital stock, in particular its 
municipal buildings. Moreover, the fragmentation 
of capital projects among some 15 City agencies 
was inefficient and impeded long-range financial 
planning. 


As Boston emerged from a three year moratorium 
on capital investment following the passage of 
Proposition 2 1/2, the backlog of City capital needs, 
coupled with federal budget cuts and limitations on 
municipal revenues, made it imperative that future 
capital decisions be made within the context of a 
multi-year plan. 


The major responsibilities of OCP are: 


- Maintaining a comprehensive inventory of 
current and future capital projects; 


- Establishing procedures for the preparation of 
capital budgets including a standardized bud- 
get format and data collection system for all 
City departments; 


- Coordinating the preparation of loan orders; 


- Analyzing the impact of proposed state and 
federal funding plans on Boston’s capital pro- 
jects; 


Involving neighborhoods in the planning and 
implementation of Boston’s capital program; 
and 


Coordinating the operational impacts of capi- 
tal budgets with the Office of Budget and Pro- 
gram Evaluation (OBPE). 


CAPITAL FUND PROJECTED EXPENDITURES 
FISCAL YEARS 1990 - 1994 


ECONOMIC 


INFRASTRUCTURE 27.3% wo8% DEVELOPMENT 


5.7% PUBLIC SAFETY 


6.3% EDUCATION 


RECREATION x 
Faciities 7°* 


Percent of total, rounded. 


Since July 1984, OCP has established the organiza- 
tional systems necessary for the preparation and 
oversight of multi-year capital plans and budgets. 
To date, four annual capital budgets have been de- 
veloped within the framework of five year plan- 
ning horizons. The most recent, Rebuilding 
Boston, released in March, 1990, presented pro- 
posals for over $1 billion of capital investment. Al- 
ready, close to $340 million of this plan has been 
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appropriated by the City Council and another $80 
million is now pending. 


Supporting these spending plans is a set of internal 
accounting, budget, and reporting systems. These 
systems monitor over 400 capital accounts and 700 
commitments annually. 


Working with the Auditing and Treasury Depart- 
ments, OCP redesigned the City’s Capital Fund to 
account centrally for all capital revenue including 
bonds, grants, and private funds. Written proce- 
dures and budget manuals have been developed 
and distributed to City agencies involved with cap- 
ital construction. 


In addition to its capital budget management, OCP 
functions as coordinator and mayoral advisor on 
matters of capital policy and research. In this ca- 
pacity, OCP has prepared the City’s open space 
plan entitled Boston’s Open Space, chaired the Uni- 
fied Facilities Planners Committee which prepared 
a ten year plan for the rehabilitation of Boston pub- 
lic schools, and worked with a number of City and 
state representatives to secure passage of legisla- 
tion to fund new construction of Suffolk County 
Jail and House of Correction facilities. 


Finally, the communication of the Administration’s 
capital policy and projects has been a priority. 
More than 3,000 capital plans and 1,000 open space 
plans have been distributed, and presentations have 
been made to over 100 neighborhood and business 


groups. 


In its February 1986 report, the Mayor’s Manage- 
ment Review Committee recommended that OCP 
“should be required to inform the new Office of 
Budget and Program Evaluation....of the projected 
Operating budget impact of each year’s capital bud- 
get." This recommendation has been incorporated 
into both the operating and capital budgets using 
several mechanisms. 


First, a Capital Improvement Program Operating 
Impact Form was jointly developed by OCP and 
OBPE. The form is used to estimate the future op- 
erational costs of proposed capital projects. Sec- 


ond, OCP and OBPE coordinate the operating and 
capital budget process by examining the cost of 
debt service as part of the overall and continuing 
operating budget expenditures. During the course 
of the year, OCP, OBPE, and other City financial 
officials work closely with the City’s Collector- 
Treasurer to determine the necessity, type, and 
amount of debt needed to be issued to satisfy the 
funding requirements of capital projects. 


CAPITAL FUNDS NET DEBT OUTSTANDING 
DECEMBER 1, 1989 


6.1% PARKS & RECREATION 


URBAN & 
17.1% ECONOMIC 


EQUIPMENT 5 4a, DEVELOPMENT 


OTHER °1% 


PARKING 
2.4% FACILITIES 


HEALTH 7.7% 


PUBLIC WORKS 10.6% 


OTHER MUNICIPAL 
27.4% FE acILITIES 


Percent of total, rounded. 


External Funds Coordination 


OBPE and OCP are currently developing a control 
mechanism to examine the fiscal impact of both 
operating and capital grant monies flowing into the 
City. Until recently, no management information 
system existed to capture costs associated with 
grant applications, including matching funds and 
fringe costs. As aresult, departments occasionally 
received legal authorization to spend grant funds 
without fiscal assessment of the impact on the cap- 
ital or operating budgets. OBPE is now working 
with OCP and other City financial officials to en- 
sure that this policy is expanded to cover all exter- 
nal funds, both operating and capital. 


CAPITAL PLANNING FOR BOSTON 


FY90-FY94 Capital Plan 


The current capital plan calls for expenditures of 
over $1 billion from FY90-FY94. These expendi- 
tures are aggregated in the priority areas set forth 
by the Mayor: education, public safety, health care, 
infrastructure, and parks. Expenditures are pro- 
posed for the following priorities. 


Program Expenditures ($M) Percent 
Public Safety $57.9 5.7% 
Health Care $ 200.9 19.9% 
Education $ 164.8 16.3% 
Parks & Rec. Facilities $ 116.5 11.5% 
Infrastructure $ 276.3 27.3% 
Economic Development $ (66.2 6.6% 
All Others $_ 128.0 12.7% 
Total Capital Investment $1,010.6 100.0% 


During the past five years, more than 600 projects 
have been launched with over 50% already com- 
pleted or in construction. Completed projects 
range from reopened police stations and recrea- 
tional facilities, to roof replacements, street repairs, 
and renovated health facilities and school build- 
ings. Projects in the design or construction stage 
include a series of repair and reconstruction pro- 
jects for the schools totalling $165 million, as well 
as new inpatient facilities for Boston City Hospital, 
the single largest capital project in the City’s his- 
tory, totalling over $153 million. 


The over $1 billion of capital expenditures will be 
supported by revenues from general obligation 
(GO) and revenue bonds, state and federal funds, 
trust funds, and private sector contributions. Dur- 
ing the past five years, the City has successfully 
sold $255 million of GO bonds to support the cap- 
ital plan. Boston’s success in the capital markets 
reflects investors’ growing confidence in the City’s 
financial condition. Once again, the City was re- 
warded for its fiscal management as the two pre- 
mier credit rating agencies reaffirmed the City’s 
“A” credit rating. 


Revenues are proposed from the following 
sources: 


Source Percent 
General Obligations Bonds 61.4% 
Revenue Bonds 13.5% 
Federal Revenues BAGG: 
State Revenues 6.3% 
Surplus Prop. 5.1% 
Other Funds 0.9% 
Trust 0.7% 
TOTALS 100.0% 


The current capital budget projects the need for an 
additional $430 million of GO bonds over the next 
five years. The amount to be borrowed in any one 
year will be determined by a variety of factors — 
cash need, market conditions, and constraints im- 
posed by the 1986 Federal Tax Reform Act. 


Capital Planning Statistics 


- Expenditures FY90 - FY94: $1.01B 

- Net Debt Outstanding 12/1/89: $447.5M 
- Current Bond Rating: A 

- Net Debt/Assessed Value: 1.0% 


Revenue bonds will be sold to support the City’s 
largest capital project, the construction of new in- 
patient facilities at Boston City Hospital. Prelimi- 
nary approval by the U.S. Department of Health 
and Human Services (HHS) for a mortgage guaran- 
tee through the Federal Housing Administration 
(FHA) has been received. Approval from the U.S. 
Department of Housing and Urban Development 
(HUD) is currently pending. Federal insurance on 
bonds will enhance their credit worthiness and re- 
sult in substantial reduction in the cost of the proj- 
ect. 


Summary 


The effort to coordinate capital and operating bud- 
get and planning priorities is one of many initia- 
tives designed to improve the City’s financial 
management and service delivery. The assessment 
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of City debt service requirements, and the estab- 
lishment of a procedure to identify operating costs 
associated with the undertaking of a capital and op- 
erating grant application, are control mechanisms 
that enhance the City’s ability to operate effectively 
and ensure that Boston’s sound financial manage- 
ment continues. 


Sources: Rebuilding Boston: A Five-Year Capital 
Plan. March, 1990; Rebuilding Boston: A Five- 
Year Capital Plan. Vol. 2. January, 1989; Rebuild- 
ing Boston: A Five-Year Capital Plan. September, 
1987; Investing in Boston’s Future: A Five-Year 
Capital Plan. September, 1985. 


CAPITAL FUND REVENUES 


GENERAL 
OBLIGATION 61.4% 
BONDS 


REVENUE 
13.5% BoNDS 


0.9% OTHER 


FEDERAL 
12.1% FUNDS 


PP: 5.1% 
Percent of total, rounded. STATE FUNDS SURPLUS PROPERTY 


CAPITAL PLANNING FOR BOSTON 


FINANCIAL MANAGEMENT 
OF THE CITY 


RESPONSIBLE OFFICIALS AND 
AGENCIES 


Boston’s financial operations are ultimately di- 
rected by the Mayor. The Mayor is the chief exec- 
utive officer of the City and has general 
supervision of and control over the boards, com- 
missions, officers and departments of the City. The 
Director of the Administrative Services Depart- 
ment is the City’s chief operating officer. City bud- 
get appropriations for all departments and 
operations of the City and Suffolk County, except 
the School Department and the county courts, are 
prepared by the Office of Budget and Program 
Evaluation (OBPE), a part of the Administrative 
Services Department, under the direction of the 
Mayor. 


Four other officers and their departments have 
major roles in the City’s financial structure. 


The Collector-Treasurer is responsible for super- 
vising the Treasury Department, collecting reve- 
nues due to the City and Suffolk County, and 
paying all amounts due for payrolls and to outside 
vendors. The Collector-Treasurer also manages 
the investment of City funds, and supervises bor- 
rowings by the City in the form of either short-term 
or long-term debt. 


The Auditor monitors internal controls, manages 
grant funds, provides financial reports, maintains 
books and records of the City and County, and ap- 
proves all payments made by the City and County. 
The Auditor is an ex-officio member of the State- 
Boston Retirement Board. 


The Commissioner of Assessing supervises the As- 
sessing Department and the valuation, for tax levy 


purposes, of real and personal property located in 
the City. 


The Director of Capital Planning prepares and 
monitors the City’s capital budget and coordinates 
the long-range capital planning activities of City, 
County, and School departments. 


Two decision making bodies also fill prominent 
roles in the City’s budget process. The legislative 
body of the City is the Council, which consists of 
thirteen members serving two-year terms. Four are 
elected at large and nine are elected from geo- 
graphic districts. The Council may enact ordi- 
nances and adopt orders which the Mayor may 
either approve or veto. Except for orders borrow- 
ing or appropriating money, the Council may over- 
ride a mayoral veto by a two-thirds vote. The 
Council may reject or reduce a budget submitted to 
it by the Mayor, but may not increase it. For a de- 
scription of the operating budget process see ““Pro- 
gram Budgeting” and “Budget Organization and 
Glossary.” 


The City’s public schools are under the control of 
the School Committee, which is elected in the same 
manner as the City Council. The School Depart- 
ment operating budget is submitted to the Mayor 
and City Council as part of a budget process paral- 
lel to but separate from the City and County. Chap- 
ter 613 of 1987 placed strict controls on the School 
Department’s appropriation process, attempted to 
limit the potential for overexpenditure, and 
strengthened the powers of the superintendent vis- 
a-vis the School Committee. 
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AUDITING AND BUDGETING 
PRACTICES 


The City prepares its financial statements in accor- 
dance with generally accepted accounting princi- 
ples (GAAP). However, accounting practices 
established by the Commonwealth’s Department 
of Revenue are used in the annual budget and prop- 
erty tax certification process. The statutory ac- 
counting system departs from GAAP in a number 
of respects. More technical discussions of these 
differences can be found in the City’s official state- 
ments relating to bond sales, and in notes to its au- 
dited financial statements. 


FUND ACCOUNTS 


The operations of each fund are accounted for with 
a set of self-balancing accounts that comprise its 
assets, liabilities, fund equity, revenues, and expen- 
ditures/expenses. There are currently no transfers 
between funds. The funds and account groups are 
organized into four types described below. 


Government Funds are those through which most 
governmental functions are financed. 


The General Fund is the City’s most widely 
used fund. All financial resources except 
those required to be accounted for in other 
funds are in the General Fund; the detail of 
the fund comprises most of this budget sub- 
mission. 


Special Revenue Funds are used to account 

for the proceeds of specific revenue sources 
(other than those detailed below) that are le- 
gally restricted to expenditures for specified 


purposes. 


Debt Service Funds are used to account for 
the accumulation of resources for, and the 
payment of, principal and interest on City 
debt. 


Capital Project Funds account for financial 
resources used to acquire, construct, or do 
large scale renovations to City-owned facili- 
ties. These funds are derived principally 
from general obligation bonds and from fed- 
eral and state grants. 


Proprietary Funds include Enterprise Funds and 
Internal Service Funds. The measurement focus is 
upon determination of net income, financial posi- 
tion, and changes in financial position. Account- 
ing principles used for these Fund Types are those 
applicable to similar businesses in the private sec- 
tor and thus these funds are maintained on an ac- 
crual basis of accounting. 


The City does not maintain Internal Service Funds. 


Fiduciary Funds are used to account for assets held 
in a trustee capacity (Trust Funds) or as an agent 
(Agency Funds) for individuals, private organiza- 
tions, other governmental units, and/or other funds. 
Trust funds include Expendable Trust Funds, Non- 
expendable Trust Funds and Pension Trust Funds. 


Account Groups: The General Long-Term Obliga- 
tions Account Group is used to establish control 
and accountability for general long-term obliga- 
tions not financed by and accounted for in Enter- 
prise Funds. Examples are abatement refunds, 
accrued employee sick and vacation leave, and 
judgments and claims. 


The City does not maintain a General Fixed Assets 
Account Group. 


FINANCIAL MANAGEMENT 
IMPROVEMENTS 


Pursuant to state law mandates as well as certain 
major policy initiatives, the City has established an 
improved system of internal management controls. 
These controls are designed to maximize revenue 
collections, check departmental overspending, and 
professionalize the City’s internal procedures. 


Major components of the City’s system of financial 
management controls include: 


Integrated Financial System: Financial manage- 
ment has been enhanced through the Auditing 
Department’s acquisition of the Local Government 
Financial System (LGFS) in FY86. This compu- 
terized financial management and accounting sys- 
tem is designed to track standard accounting 
functions such as revenues, expenditures, accounts 
payable, accounts receivable and general ledger. 
In addition, LGFS performs the specialized func- 
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tions of encumbrance control, fund accounting, 
and grants management, as well as other account- 
ing and budgeting functions. The utilization of this 
system has improved the financial monitoring and 
reporting of funds management. On-line access to 
financial information allows department managers 
to directly evaluate the financial performance of 
their department as a whole, as well as specific pro- 
grams within their department. 


Program-Based Budgeting: The program-based 
budgeting format facilitates OBPE efforts to hold 
departments accountable for their performance and 
assist them in effecting management or systems 
changes that will improve the delivery of City ser- 
vices. During each fiscal year OBPE prepares 
three interim reports to document departmental 
progress and, at the conclusion of the year, it pub- 
lishes a final annual report summarizing the perfor- 
mance of the departments. 


In addition, the Office of Budget and Program 
Evaluation reviews all personnel appointments for 
funding availability and all non-personnel spend- 
ing for conformance to all City and County 
departments’ spending plans. See “Program Bud- 
geting” for more detail on the program budgeting 
and monitoring process. 


Property Tax Collections: The collection of prop- 
erty taxes has been improved by enhanced tracking 
systems and more thorough collection procedures 
and notifications, resulting in increased collec- 
tions. 


The City has implemented an aggressive enforce- 
ment program that continues to reduce the number 
of tax accounts that are delinquent, and to discour- 
age new delinquencies. This program includes the 
adoption of stricter guidelines for handling delin- 
quent taxes, utilizing a variety of collection reme- 
dies authorized by state statute and working closely 
with the Commonwealth to refine the tax collection 
system. For example, the City, following requisite 
approval from the Massachusetts Department of 
Revenue, was the first municipality in the Com- 
monwealth to amend tax bills to include past due 
amounts. This change, coupled with letter writing 
campaigns to first-time delinquents, has resulted in 


a significant reduction in the number of past due 
accounts. 


Local Adoption of Pension Reform Act: In FY89 
the City opted to participate in a Commonwealth 
program for local retirement systems that commit 
to fully funding their pension liabilities. In agree- 
ing to participate, the City committed itself to es- 
tablishing a funding schedule incorporating a 
complete amortization of unfunded pension liabil- 
ity over a forty-year period while simultaneously 
setting aside sufficient funds each year to cover 
current liability. 


Capital Planning: The Mayor’s Office of Capital 
Planning (OCP) evaluates the condition of the 
City’s capital stock, forecasts the timing and finan- 
cial requirements of new construction and rehabil- 
itation, and recommends allocation of current and 
future resources to meet the City’s infrastructure 
and capital requirements. Resource availability 
and capital needs are assessed frequently and ap- 
propriate planning responses taken. This ongoing 
process is documented by an annually updated 
five-year capital plan. 


In addition to its planning functions, OCP also 
plays an ongoing construction management and su- 
pervisory role during the implementation phase of 
its capital projects. OCP reviews and approves all 
capital contracts and monitors project costs and 
schedules to ensure the adequacy of available fund- 
ing sources. 


Recent Management Initiatives: In light of the cur- 
rent fiscal environment, the City has recently taken 
additional steps to manage its expenditures. In Au- 
gust, 1989 new restrictions on out-of-state travel, 
the assignment and use of City vehicles, and equip- 
ment purchases were imposed. Additional formal 
justification is now required to implement person- 
nel transactions. The consolidation of several re- 
lated City departments in FY91 will also increase 
efficiency and streamline operations. 


FINANCIAL CONTROLS 


Certain controls established in the 1982 Funding 
Loan Act and its 1986 amendments set limits on 
flexibility in financial administration. Under the 
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1982 Funding Loan Act, for example, until April 
15 of each year, the Mayor is authorized to reallo- 
cate no more than $3 million between departments. 


Additionally, the Act, as amended in 1986, limits 
the amount of personnel expenditures that a depart- 
ment can make in any single quarter, to a specific 
percentage of its appropriation, and requires May- 
oral approval to waive any overexpenditures. 


The 1986 amendments also mandated that the City 
establish a reserve fund which, by FY90 must be 
not less than 2 1/2 percent of the preceding year’s 
appropriations for City and County departments, 
except the School Department, which has its own 
separate reserve requirement. The fund may be ap- 
plied to extraordinary and unforeseen expenditures 
after June 1 in any fiscal year, with the approval of 
the Mayor and the City Council. As of June 30, 
1989 the amount in the City’s reserve fund was 
$16.9 million, $1.26 million more than required, 


and nearly a year ahead of the required funding 
schedule. 


Revaluation : State law mandates a revaluation of 
all taxable property every three years. These reval- 
uations are reviewed and certified by the Common- 
wealth. In the years between the revaluations, the 
Commonwealth permits municipalities to establish 
new values on the basis of trends for year-to-year 
increases in assessments. (See “Sources of City 
Revenue-Property Taxes-Revaluation.”) 


In November, 1988, the City completed its third 
three-year revaluation since 1983. Each of these 
state-certified revaluations have dramatically in- 
creased the established value of the City’s taxable 
property. As of January 1, 1982, the state certified 
a valuation of $12.18 billion; as of January 1, 1985, 
$20.25 billion was certified; and as of January 1, 
1988, the state certified $35.4 billion as the value 
of the City’s taxable property. 
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STATUTES AND ORDINANCES 
GOVERNING BOSTON’S 
OPERATING BUDGET 


The purpose of this section is to set forth summa- 
ries of key Commonwealth laws and City ordi- 
nances which affect the formulation of Boston’s 
Operating budget and its subsequent expenditure. 
Please note that the material is not all inclusive, but 
does cover the more important laws guiding the 
budget process. 


In addition to the statutes and ordinances, other 
budget related dictates can be found in various 
Mayoral Executive Orders and in the policies and 
administrative guidelines issued by the Office of 
Budget and Program Evaluation. 


Probably the most important legislation to read in 
order to obtain a more precise understanding of 
Boston’s operating budget is Chapter 190 of the 
Acts of 1982, commonly referred to as the Tregor 
legislation, and Chapter 701 of the Acts of 1986, 
known as the Tregor amendments. 


ANNUAL APPROPRIATION PROCESS 


Section 15 of Chapter 190 of the Acts of 1982, as 
amended by Section 2 of Chapter 701 of the Acts of 
1986 states that “(a)ll appropriations, excepting 
those for school purposes, to be met with taxes, 
revenue or any source other than loans, shall orig- 
inate with the mayor. The mayor, not later than the 
second Wednesday in April of each year, shall sub- 
mit to the city council the annual budget of the cur- 
rent expenses of the city and county for the 
forthcoming fiscal year... 


“The city council may reduce or reject any item 
but, except upon the recommendation of the 
mayor, shall not increase any item in, nor the total 


of, a budget nor add any item thereto, nor shall it 
originate a budget. 


“Not later than the second Wednesday in June, the 
city council shall take definite action on the annual 
budget by adopting, reducing or rejecting it, and in 
the event of their failure to do so, the items and the 
appropriation orders in the budget as recom- 
mended by the mayor shall be in effect as if for- 
mally adopted by the city council... 


“The city council shall take definite action on any 
supplementary appropriation order and any order 
for a transfer of appropriations by adopting, reduc- 
ing or rejecting it within sixty days after it is filed 
with the city clerk....” 


SCHOOL DEPARTMENT BUDGET 
PROCESS 


Section ID of Chapter 23 of the Acts of 1906, as 
amended by Chapter 613 of the Acts of 1987 states 
that “(t)he superintendent of schools shall submit 
to the school committee for approval an annual 
budget of the school department for the forthcom- 
ing fiscal year no later than the first Wednesday in 
February prior to the beginning of such fiscal year. 
The school committee may adopt, reject, reduce or 
increase any item in the recommended budget; pro- 
vided, however, that if the school committee fails 
to take definite action on the annual budget on or 
before the fourth Wednesday in March of each 
year, the annual budget as recommended by the su- 
perintendent shall be deemed approved as if for- 
mally approved by the school committee. After 
approval of an annual budget by the school com- 
mittee, said superintendent shall submit said ap- 
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proved budget to the mayor who may approve or 
reduce the total recommended budget. Thereafter, 
not later than the second Wednesday in May of 
each year, the mayor shall submit said budget to the 
city council for an appropriation of funds. Said su- 
perintendent shall approve the appointment of any 
person except to a budgeted position.” 


Section 2 of Chapter 224 of the Acts of 1936, as 
amended by Chapter 613 of the Acts of 1987 fur- 
ther states that “(a) the city of Boston shall annually 
provide an amount of money sufficient for the sup- 
port of the public schools as required by law; pro- 
vided, however, that said city shall not be required 
to provide more money for the support of the pub- 
lic schools than is appropriated in accordance with 
the provisions of chapter four hundred and eighty- 
six of the acts of nineteen hundred and nine, as 
amended. In acting on appropriations for educa- 
tional costs, the city council shall vote on the goal 
amount of the appropriations requested by the 
mayor, but neither the mayor nor the city council 
shall allocate appropriations among accounts or 
place any restriction on such appropriations. The 
appropriation of said city shall establish the total 
appropriation for the support of the public schools, 
but may not limit the authority of the school com- 
mittee to determine expenditures within the total 
appropriation; provided, however, that if the city 
auditor determines that school department expen- 
ditures in any fiscal year are projected to be in ex- 
cess of total budgeted expenditures for that fiscal 
year, as Supported by appropriation and other avail- 
able funding, then the school committee shall not 
reallocate or transfer funds from any item in the 
budget for that fiscal year to fund any such pro- 
jected additional expenditures. 


“(b) After the fourth Wednesday of March of any 
fiscal year, the school committee shall not initiate 
or authorize any new or additional programs or cat- 
egories of expenditures requiring additional un- 
budgeted expenditures unless such programs or 
categories have been incorporated and fully funded 
in the budget for the subsequent fiscal year. If such 
programs or categories have not been incorporated 
and fully funded in the budget for the subsequent 
fiscal year, they shall not be initiated or authorized 


until the school committee shall have amended its 
budget submission for the subsequent fiscal year to 
reduce or eliminate other costs, programs or cate- 
gories in amounts equal to the projected annualized 
costs of the new or additional programs or catego- 
ries of expenditures. 


“(c) The superintendent of schools shall prepare 
and submit to the school committee, the city audi- 
tor and the city office of budget and program eval- 
uation, a monthly budget update report which shall 
detail and itemize year-to-date and projected 
school department expenditures and budget trans- 
ieloas 


SCHOOL DEPARTMENT FINANCIAL 
AFFAIRS 


Section IB of Chapter 231 of the Acts of 1906, as 
amended by Chapter 613 of the Acts of 1987 notes 
that “(t)he school committee may delegate, in 
whole or in part, to the superintendent of schools 
the authority to approve for the school department 
the acceptance and expenditure of grants or gifts of 
funds from the federal government, charitable 
foundations, private corporations, individuals, or 
from the commonwealth, its counties, municipali- 
ties or an agency thereof, the provisions of section 
fifty-three A of chapter forty-four of the General 
Laws notwithstanding. 


“(b) The superintendent of schools shall provide to 
the school committee, the city auditor and the city 
office of budget and program evaluation of the city 
of Boston a report, detailing the source, purpose 
and balance on hand of all funds received or ex- 
pended pursuant to subsection (a), quarterly.” 


Section 2 of Chapter 231 of the Acts of 1906, as 
amended by of Chapter 613 of the Acts of 1987 
states that “(s)ubject to appropriations therefor, the 
superintendent of schools shall have the exclusive 
authority to make on behalf of the school commit- 
tee contracts, or amendments to contracts, for the 
purchase or rental of equipment, materials, goods 
or supplies leases of property, alterations and re- 
pairs of school property, and for professional or 
other services, with the exception of collective bar- 
gaining agreements and contracts for the transpor- 


GENERAL LAWS 


tation of students. All school department contracts 
or amendments to contracts shall otherwise con- 
form to the requirements of the city charter of the 
city of Boston. 


“(b) With respect to all contracts, agreements or 
amendments thereto made or entered into by the 
school department, the superintendent shall be re- 
sponsible for establishing procedures for auditing 
and monitoring the compliance of the parties with 
the terms and obligations of such contracts, agree- 
ments or amendments thereto." 


RESERVE FUND 


Section 7 of Chapter 701 of the Acts of 1986 re- 
quires the creation of an operating budget Reserve 
Fund in order to deal with “extraordinary and un- 
forseen expenditures.” The section goes on to state 
that “prior to the date when the tax rate for a fiscal 
year is fixed, include in the appropriations for such 
a fiscal year as a segregated reserve fund a sum not 
less than two and one-half percent of the preceding 
year’s appropriations for city and county depart- 
ments, excepting the school department... 


“The mayor, with the approval of the city council, 
may make direct drafts or transfers against this 
fund before the close of the fiscal year, provided 
that no such drafts or transfers be made before June 
first in any fiscal year. 


“Each transfer recommended by the mayor to the 
city council shall be accompanied by written doc- 
umentation detailing the amount of such transfers 
and an explanation for the transfer...” 


This section further notes penalty provisions for 
exhausting the Reserve Fund and provisions for 
stepping up the fund to the 2 1/2% level. The sec- 
tion requires a 1% contribution for FY87, 1 1/2% 
for FY88, 2% for FY89 and the full 2 1/2% starting 
in FY90. 


The section then notes that “the school department 
shall establish a segregated reserve fund of not less 
than one percent of the current fiscal year’s appro- 
priations to the school department within ten days 
of final approval of such appropriations. No ex- 
penditures may be made from this (school depart- 


ment reserve) fund before May first in any fiscal 
year...” and “shall require the approval of the 
mayor and the city council.” 


BUDGET ALLOTMENT PROCESS 
AND REALLOCATIONS 


Section 18 of Chapter 180 of the Acts of 1982, as 
amended by Sections 8 and 9 of Chapter 701 of the 
Acts of 1986 requires that “(o)n or before August 
first of each year, or within ten days of the annual 
appropriation order for such fiscal year whichever 
shall occur later, the city or county officials in 
charge of departments or agencies, including...the 
school department shall submit to the city auditor, 
with a copy to the city clerk...an allotment schedule 
of the appropriations of all personnel categories in- 
cluded in said budget, indicating the amounts to be 
expended by the department or agency for such 
purposes during each of the fiscal quarters of said 
fiscal year...(The allotment for the school depart- 
ment may not be greater than 20% for the first 
quarter, and not greater than 30% in each of the re- 
maining three quarters.) (Allotments for city and 
county agencies may not exceed 30% for first or 
second quarters and for the third and fourth quar- 
ters may not be less than 21%.) 


“Whenever the city auditor determines that any de- 
partment or agency, including the school depart- 
ment will exhaust or has exhausted its quarterly 
allotment and any amounts unexpended in previ- 
ous quarters, he shall give notice in writing to such 
effect to the department head, the mayor and the 
city clerk, who shall transmit the same to city coun- 
eh 


“The mayor, within seven days after receiving such 
notice, shall determine whether to waive or enforce 
such allotment. If the allotment...is waived or not 
enforced...the department or agency head shall re- 
duce the subsequent quarter’s allotments appropri- 
ately and the director of administrative services, 
within seven days, shall state in writing to the city 
council and the city clerk what reductions in each 
subsequent quarter’s allotment will be taken or 
what reallocations or transfers will be made to sup- 
port the spending level in each subsequent 
quarter’s allotment. If the allotment for such quar- 
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ter is enforced and not waived, thereafter the de- 
partment shall terminate all personnel expenses for 
the remainder of such quarter... 


“No personal expenses earned or accrued, within 
any department, shall be charged to or paid from 
such department’s or agency’s allotment of a sub- 
sequent quarter without approval by the mayor, ex- 
cept for subsequently determined retroactive 
compensation adjustments. 


“Approval of a payroll for payment of wages, or 
salaries or other personnel expenses which would 
result in an expenditure in excess of the allotment 
shall be a violation by the department or agency 
head.... 


‘To insure that the overall city and county spending 
program remains in balance, the mayor may reallo- 
cate no more than three million dollars of non-per- 
sonnel appropriations other than school 
appropriations during a fiscal year to other depart- 
mental purposes provided that in no department 
from which appropriations have been reallocated 
in accordance with this section shall any transfers 
be made...from personal services to non-personal 
services, except with the approval of a two-thirds 
vote of city council, if such transfer would require 
the layoff of departmental personnel, who have 
been permanently appointed to a position in the de- 
partment... 


“No reallocation may be made under this section 
after April fifteenth in any fiscal year. 


“A list of each reallocation made by the mayor shall 
be transmitted to the city council and the city clerk 
by the city auditor by April thirtieth in any fiscal 
year. In each case the report shall state the ac- 
counts from which the transferred funds were taken 
and the accounts to which the funds were reallo- 
cated, and the reasons therefor.” 


TRANSFER OF APPROPRIATIONS 


Section 23 of Chapter 190 of the Acts of 1982, as 
amended by Section 3 of Chapter 701 of the Acts of 
1986 states that “(a)fter an appropriation of money 
has been made...no transfer of any part of the 
money thus appropriated, between such depart- 


ment or office and another department or office, 
shall be made, except in accordance with and after 
the written recommendation of the mayor to the 
city council, approved by a...vote of two-thirds of 
all the members of the city council, provided that 
the city auditor, with the approval in each instance 
of the mayor, may make transfers, other than for 
personal services, from any item to any other item 
within the appropriations for a department, divi- 
sion of a department or county office. 


“After the close of the fiscal year, the city auditor 
may with the approval of the mayor in each in- 
stance, apply any income, taxes, and funds not dis- 
posed of and make transfers from any 
appropriation to any other appropriation for the 
purpose only of closing the accounts of such fiscal 
year, provided further that the city auditor within 
seventy days after the close of the fiscal year, shall 
transmit to city council and the city clerk a report 
listing what income, taxes, or funds were applied 
and what transfers were made and the reasons 
therefor.” 


PENALTY FOR OVERSPENDING 
BUDGET 


Section 17 of Chapter 190 of the Acts of 1982 
(Tregor) states that “(n)o official of (the) city or 
county except in the case of extreme emergency in- 
volving the health and safety of the people or their 
property, shall expend intentionally in any fiscal 
year any sum in excess of the appropriations duly 
made in accordance with law, nor involve the city 
in any contract for the future payment of money in 
excess of such appropriation..... 


“Any official who violates the provisions of this 
section shall be personally liable to the city for any 
amounts expended intentionally in excess of an ap- 
propriation to the extent the city does not recover 
such amounts from the person to whom paid...." 


APPROPRIATION RESTRICTIONS 


Section 10 of Chapter 701 of the Acts of 1986 re- 
quires that “the mayor and city council shall appro- 
priate for the hospitalization and insurance account 
an amount not less than the average of the past 
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three years actual expenditures from those ac- 
counts. The city auditor shall certify, in writing to 
the board of assessors, that adequate funds are pro- 
vided in the operating budget for existing collec- 
tive bargaining contracts....” 


DISPOSITION OF SURPLUS 
PROPERTY RESTRICTIONS 


Section 24 of Chapter 190 of the Acts of 1982, as 
amended by Section 4 of Chapter 701 of the Acts of 
1986, requires that “proceeds from the disposition 
of any surplus property shall be deposited in a sep- 
arate fund which shall be known as the Surplus 
Property Disposition Fund, and shall be used only 
as follows: (1) the amount equivalent to the debt 
incurred, and interest paid or payable thereon, as a 
result of the acquisition or improvement from time 
to time of the property shall be used only for pur- 
poses for which the city is authorized to incur debt 
for a period of ten years or more; (2) all proceeds 
in excess of such amount shall be credited to the 
capital fund of the city unless the city council by a 
majority vote determines with the approval of the 
mayor to credit such proceeds to the general fund 
of the city.” 


DUTIES OF SUPERVISOR OF 
BUDGETS 


CBC Ord. 5, s.5 states that “(t)he supervisor of 
budgets shall, under the direction of the mayor and 
in consultation with the director of administrative 
services, prepare in segregated form the annual and 
all supplementary budgets...and shall report to the 
mayor on all subsequent revisions of the items in 
any budget... 


“The supervisor of budgets shall also prepare...all 
transfer orders.... 


“The supervisor of budgets shall further pre- 
pare...the form of estimate sheets to be used by 
each officer, board and department, and each divi- 
sion of a department for which the city appropriates 
money, and the form of monthly report of such of- 
ficer, board and department, and each division 
thereof, showing expenditures to date of all appro- 
priations by them. 


“The supervisor of budgets shall, in addition, have 
the powers and perform the duties conferred or im- 
posed on the budget commissioner by any statute 
other than section 56 of chapter 35 of the General 
Laws.” 
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BOSTON — ITS ECONOMY, 
PEOPLE AND NEIGHBORHOODS 


As a major regional center, Boston’s economic and 
social well-being is important not only to its more 
than 600,000 residents, but also to the surrounding 
area. Boston’s economic and social activity is a 
driving force in a substantial part of the rest of Mas- 
sachusetts and indeed the New England region. 
While recent history suggests a strong economic 
base, the Commonwealth’s fiscal situation and its 
impending impacts on the City warrant careful 
watching. 


Boston provides a wide range of services to all its 
citizens as well as to the hundreds of thousands of 
commuters, students, and tourists in Boston each 
day. However, the City finds it especially trying to 
meet these “outside” needs when there are many 
Boston residents and neighborhoods which have 
not shared in the general renaissance in the Massa- 
Chusetts economy in recent years. 


BOSTON’S ROLE IN THE REGIONAL 
ECONOMY 


The City of Boston is the metropolitan center of the 
Commonwealth and the New England region, with 
one of the largest concentrations of population, em- 
ployment, and income in the nation. Its leadership 
has assisted the region in surpassing the national 
average on several important measures in the years 
since 1976. Employment in New England grew 
32.2% from 1976 to 1986, compared to a 26% gain 
for the nation; regional unemployment fell below 
the national rate in 1978 for the first time since 
1967 and has remained below that rate since. The 
39% increase in total personal income in New En- 
gland between 1983 and 1987 was the largest gain 
of the nine major national census regions. 


The City’s role as the “hub” of the region is clear. 
Boston’s Logan International Airport, with over 
6,000 domestic and 500 international flights a 
week, is the fourth busiest international airport in 
the U.S. and the tenth busiest in the world. The 
Port of Boston is one of the oldest and busiest sea- 
ports in the world, serving both containerized and 
bulk shipping. Boston’s public transportation sys- 
tem, reaching into its many neighborhoods and 
linking to the regional commuter rail system, con- 
nects three million people to the central city. The 
highway system provides access for commuters 
from surface arteries and three limited access inter- 
state highways including the Massachusetts Turn- 
pike, as well as two circumferential routes, ten and 
twenty five miles out from the City. Along both of 
these routes are major industrial parks and high- 
tech industry. 


Commuting patterns highlight the City’s influence 
in the metropolitan region. With less than 10% of 
the state’s population, Boston provides 18% of all 
jobs and 21% of all goods and services produced 
within the state. In the 25 cities and towns with the 
highest per capita income in the Commonwealth 
(and a total work force of 212,468), more than one 
in four resident workers had jobs in Boston. The 
challenge to Boston is to provide basic City ser- 
vices to meet the needs of thousands of daily com- 
muters and the businesses for which they work, 
while also providing services required by Boston 
residents. 


BOSTON’S ECONOMY 


The Changing Nature of Boston Jobs. Boston ap- 
pears to have the state’s better paying jobs, al- 
though many of these jobs are not held by Boston 
residents. Wages earned, by place of work, have 
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been consistently higher in Boston than in the met- 
ropolitan area and the Commonwealth as a whole 
during each year between 1980 and 1986. Except 
for manufacturing and wholesale trade (industries 
with a diminishing share in employment in the 
City), wages in Boston were higher than the Com- 
monwealth average for all types of industry. For 
all industries combined, the City’s average wage of 
$20,354 was 8% greater than in the metropolitan 
area and 16% greater than in the state. 


Between 1976 and 1987 total employment in the 
City increased by 109,439, as growth in a broad 
range of service and finance industries more than 
offset decreases in manufacturing and wholesale 
trade. The five industries providing the largest per- 
centage gain in employment in this period were se- 
curities, real estate, business services, professional 
and legal services, and hotel services. (See Figures 
1 and 2.) 


COMPOSITION OF BOSTON EMPLOYMENT 


1988 
FISHING, MINING 
SERVICES 0% 


39.3% 
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5.2% INSURANCE, 
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4.2% WHOLESALE TRADE 


RETAIL TRADE 10.2% 


Figure 1 


This continues a previously established trend evi- 
dent since 1950. Since that time, transportation, 
communication, public utilities, finance, business 
services, and professional services have expanded 
their share of employment from 32% to 60%, while 
total employment in manufacturing and trade had 
declined to a 6% and 14% share in 1987. 


PERCENT OF CHANGE IN 
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Figure 2 


The mix of Boston jobs held by City residents is 
changing in a similar fashion. Figure 3 shows that 
Boston residents are increasingly likely to hold 
white collar jobs than blue collar jobs in the years 
since 1960. Professional and technical jobs within 
the white collar category made up the greatest 
share of all in 1985, and gained the most in share 
since 1960. 


OCCUPATION CHANGE IN THE 
CITY’S RESIDENT LABOR FORCE 
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Figure 3 
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Finance, Health, and Education Industries. Bos- 
ton is a major financial, educational, and medical 
center. Nine out of ten of Boston’s largest employ- 
ers are involved in these industries. Referred to as 
the birthplace of the mutual funds industry, and a 
home of venture capitalism, Boston has over 1,000 
financial institutions located within the City. In ad- 
dition, the City has 36 universities, colleges, and 
community colleges as well as 26 career or techni- 
cal schools which combined have an enrollment of 
over 125,000 students. The City has a higher ratio 
of students to population than any other major U.S. 
city. 


Boston also is home to 31 hospitals, which provide 
47,862 full-time jobs and an annual payroll of over 
$1 billion. Boston hosts the medical and dental 
schools of Harvard, Tufts, and Boston Universities. 
In addition, the City has 30 local community-based 
health centers, of which six are affiliated with Bos- 
ton City Hospital (BCH), and most of the others re- 
ceive some funding from BCH. 


However, these educational, cultural, and health 
service non-profit institutions receive the full range 
of basic City services at a cost to the City of Bos- 
ton. Close to 50% of the total value of Boston’s 
property is tax exempt. 


Construction Activity. During the last two decades, 
the public and private sectors have carried out 
major construction projects that have played an im- 
portant part in transforming the City’s economic 
base. Since 1975 the private sector has added 16 
million square feet of building space — five times 
more than was added in the preceding 35 years. In 
this period record amounts of office space were 
built and substantial increases in the number of 
hotel rooms, medical, and educational facilities 
were realized in Boston. Commercial develop- 
ment, which peaked in 1984, continues at similar 
levels, and housing has also grown substantially. 


In the near future, construction will continue to 
play a major role in the area’s economic activity. 
The Boston Harbor clean-up project, the depres- 
sion of the Central Artery, the construction of the 
Third Harbor Tunnel, the new Suffolk County 
House of Correction, and Phase II of the Interna- 


tional Place development will be major efforts that 
will continue unprecedented levels of post-WWII 
construction activity. Of these projects, only Phase 
II of International Place, however, will add to the 
taxable property base. 


BOSTON’S PEOPLE — A GROWING 
CHANGING URBAN POPULATION 


Income Growth and Economic Disparity. A\- 
though Boston has emerged as one of the preemi- 
nent job producing cities in the country, with a ratio 
of jobs to population second only to the nation’s 
capital, Boston is also ranked 240th in resident per 
capita income of 351 Massachusetts cities and 
towns, and is a significant 16% below the average 
state per capita income. 


Per capita income in Boston increased from 
$10,359 in 1980 to $15,646 in 1985 and $17,179 in 
1986. Although Boston’s per capita income re- 
mains below that of the metropolitan area and the 
state as a whole, the City has been making relative 
gains. Data available since 1982 show that the 
City’s per capita income rose at a faster rate than in 
the metropolitan area, the state, the New England 
region, and the U.S. as a whole. 


The City’s median household income has been ris- 
ing in recent years as well, from $7,835 in 1970, to 
$12,530 in 1980, and to $19,250 in 1985. As ex- 
pected, white households, male-headed house- 
holds, and non-elderly households have higher 
incomes than minority, female-headed, and elderly 
households, respectively. The most important 
source of income for both non-poor and poor 
households is salary and wages. 


Despite increasing prosperity, Boston is a city of 
income contrasts. Average household income in 
Boston was $23,100 in 1985, but 28% of Boston 
households had incomes of less than $10,000, 
while 22% of households had more than $35,000 in 
annual income. One out of five Boston residents 
lived in a household with an income below the of- 
ficial poverty line. 


Poverty rates in Boston are higher among children, 
single parent families, minorities, and recent immi- 
grants to Boston. More than 30% of the residents 
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of South Boston, Jamaica Plain, Roxbury, and Dor- 
chester live in households with incomes below the 
poverty line. On the other hand, less than 9% of the 
residents of Central Boston, Back Bay-Beacon 
Hill, Roslindale, West Roxbury and Hyde Park live 
in poor households. 


Unemployment in Boston. Since 1982 unemploy- 
ment in the City has steadily declined. In 1980, un- 
employment was 6.1%, down from a recent high in 
1975 of 12.8%. The unemployment rate has re- 
mained below the national average in each of the 
years since 1980. In 1987, the Boston unemploy- 
ment rate was 3.2%, the same as the state-wide av- 
erage, and well below the national level of 6.2%. A 
survey of City households conducted in the spring 
of 1985 reported a minority unemployment rate 
that was double the Citys overall average and a 
youth unemployment rate about triple the City- 
wide average. 


Cost of Living Effects of High Housing Costs. 
Overall, during the period 1977-1987, the cost of 
living in Boston rose slightly less than in the nation 
(86% as compared to 88%). However, this com- 
parison masks the effects of recent housing trends. 
Increased housing costs, which have been particu- 
larly hard on Boston’s lowest income residents, 
have nearly offset the impact of lower property 
taxes and interest rates on the area’s CPI since 
1982. Strong demand in Boston and the surround- 
ing area has caused rapidly increasing housing 
prices, higher rents, and corresponding increases in 
the CPI since 1983. Between May 1987 and May 
1988, for example, the cost of living in the Boston 
area rose 6.8%, nearly 75% more than the 3.9% in- 
crease in the nation as a whole. 


A Diverse and Expanding Population. Between 
1980 and 1985 the City of Boston reversed decades 
of decline in population, and began growing again. 
In 1980, the City’s population stood at 562,994. 
The Governor’s Decennial Census Commission 
found in its May 1987 report that Boston had 
grown by 38,101 people since 1980, to 601,095 
(Figure 4). Boston’s population had fallen by al- 
most a third from its peak of 801,000 in 1950 to its 
low point in 1980, as a result of the loss of more 
than half its manufacturing jobs, the process of 
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suburbanization, and the effect of the national mi- 
gration to the Sunbelt. 


The reversal is attributable to several factors. 
Among these are the improvement of neighbor- 
hood housing conditions, a rising birth rate in Bos- 
ton since 1977, an influx of immigrants from Asia, 
a new flow of immigrants from Ireland, and the 
move of “empty nesters” from the suburbs into 
Boston. Further, lower property taxes, an im- 
proved racial climate in the City, and enhanced 
amenities made Boston a more attractive place to 
live. On the other hand, some new immigrants are 
especially in need of City support services to help 
them adapt to life in the U.S. 


Boston’s recent growth in population is expected to 
continue at least through the year 2000. Population 
in the year 2000 is projected to be 710,000, repre- 
senting an increase of 109,000 between 1985 
through 2000. An annual growth rate of 1.1% is 
projected in this period as compared with a 1.3% 
observed increase during 1980-1985. 


The population of Boston is increasingly made up 
of the young adult and middle-aged groups, with 
corresponding declines in the proportion of chil- 
dren and mature adults. This mirrors national pat- 
terns. For example, the number of children aged 5 
to 17 years old declined between 1980 and 1985 
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from 20% to 16% of the population, while the 35- 
44 year old population increased from 10% to 12% 
of the total. In 1985, 11% of Boston residents were 
age 65 or older. 


Household size in Boston is stabilizing after a long 
decline. While in 1970 average household size 
was 2.76 persons, it declined to 2.4 persons in 
1980. But in 1985, the average household was 
2.45 persons. The proportion of households made 
up of families (rather than unrelated individuals) 
had also stabilized at 54% of total household units 


in Boston in 1985, after declining from 65% in . 


1970 to 53% in 1980, again reflecting national 
trends. 


Boston maintains a rich cultural heritage. The 
range of ethnic backgrounds and countries of ori- 
gin shows the growing diversity of Boston’s popu- 
lation. While Irish, Italian, and other European 
ancestries predominate in most neighborhoods, 
persons of Haitian, West Indian, Middle Eastern, 
African, Chinese, and other Asian heritages make 
up more than 10% of the population in some neigh- 
borhoods. 


Boston’s minority population continues to increase 
in proportion to whites, although this trend appears 
to be slowing. Boston’s minority population com- 
prised 18% of the total City population in 1970, 
and grew to 30% in 1980. Since 1980, while the 
African American, Asian and Pacific Island, and 
Hispanic populations have continued to increase, 
so has the white population — reversing a 30 year 
decline. This trend began in the period from 1970 
to 1980, when there was a substantial influx of 25- 
34 year olds who were mainly white middle class 
professionals, resulting in a net population growth 
in the more centrally located neighborhoods even 
while the overall City population was falling. 


The proportion of persons speaking a language 
other than English tends to follow the patterns of 
ancestry and country of birth by neighborhood. 
While 80% of Bostonians speak English at home, 
other languages frequently spoken at home are 
Spanish (6%), French and Creole (3%), Italian 


(2%), and Chinese (2%). Other languages com- 
prise the remaining 7% non-English languages 
spoken at home. 


Boston’s Neighborhoods. While Boston’s popula- 
tion of over 600,000 lives in a City of only 43 
Square miles, its neighborhoods are diverse. 
Neighborhoods vary significantly in average age 
and family status. “Older family” neighborhoods 
include East Boston, Charlestown, South Boston, 
Central, and West Roxbury. In these neighbor- 
hoods, up to 40% of the family units are husband- 
wife families with about half having children, 
about 5% are other families most of which have 
children, and the rest are unrelated individuals and 
roommates. “Younger family” neighborhoods in- 
clude Mattapan, Roslindale, and Hyde Park, with 
nearly 40% of family units made up of husband- 
wife families with children. West Roxbury, while 
more diverse in family age groups, has about one- 
third of its family units consisting of husbands and 
wives with children. 


“Mixed neighborhoods” include Jamaica Plain, 
North and South Dorchester, and Roxbury; in these 
neighborhoods between one-third and one-half of 
the family units are unrelated individuals, with the 
rest roughly evenly divided between husband-wife 
and other families. “Young singles” neighbor- 
hoods include Fenway-Kenmore and Allston- 
Brighton; about 80% of the family units here are 
individuals, with about half living alone and half 
with unrelated roommates. The “young to middle 
aged singles” predominate in Back Bay-Beacon 
Hill and the South End; again, 80% of the family 
units are made up of unrelated individuals with 
about 60% living alone. 


There are two predominant trends evident in 
changes found in family composition between 
1980 and 1985. Jamaica Plain, Mattapan, 
Roslindale, West Roxbury, and Hyde Park have an 
increasing proportion of families with children; on 
the other hand, higher proportions of unrelated in- 
dividuals are increasingly found in East Boston, 
Charlestown, the South End, and Allston-Brighton. 
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BUDGET ORGANIZATION AND 
GLOSSARY OF TERMS 


The City of Boston’s Program Budget provides a 
wealth of information related to City services and 
their associated costs. The Budget presents recom- 
mended resource allocations in terms of personnel, 
facilities, and goods and services. It also describes 
the services provided by City and County depart- 
ments, divisions, commissions, and other offices, 
and specifically identifies levels of services that 
will be provided by these entities in FY91. 


This Chapter is a guide to the organization of the 
FY91 Operating Budget. 
ORGANIZATION OF THE VOLUMES 


The budget provides a City-wide review of infor- 
mation on the FY91 budget and on the context in 
which it is prepared. Sections include: 


* a summary of youth services provided by 
City departments, 


Boston’s program budgeting, 


goal setting in the City, 


financial trends, 


estimated revenues, 


a summary of the budget, 


the tax and appropriation orders, 


Boston’s capital planning, 


financial management in the City, 


general laws and statutes governing the City, 


Boston’s people and its economy, and, 


the organization of the budget and a glossary 
of terms. 


The budgets for each City and County department 
and for other appropriations are presented. 


THE BUILDING BLOCKS: PROGRAM 
BUDGETS 


Activities and services of the City are grouped into 
“programs” for budgeting and management pur- 
poses. The budget for each department is pre- 
sented on a program-by-program basis. 


A “program” is defined as: 


“An organized group of activities, and the 
resources to carry them out, aimed at attain- 
ing one or more related objectives.” 


For the purposes of program budgeting and pro- 
gram evaluation, a program can consist of direct 
services to the public and neighborhoods of the 
City (police patrol or voter registration), or tradi- 
tional City staff functions (administrative services 
or engineering and design). 


Some City activities may not be defined as separate 
programs although they may be self-contained op- 
erations. For example, a fire station is not a sepa- 
rate program although it is a cost center, for 
accounting purposes, within the Fire Department’s 
Fire Suppression Program. 


While these program budgets serve as the basic 
building blocks of the budget, there are two addi- 
tional organizational levels above the program 
level in the Budget: 


« The Division Level: for budgeted units within 
some departments, and 


« The Department Level: which includes de- 
partments, commissions, and other offices. 
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The basic budget presentation is modified slightly 
depending on the structure of a department. 


UNDERSTANDING THE 
INFORMATION PRESENTED 


Two basic components are used to present the 
FY91 budget. These are: 


» Description of organization and services, 


e Financial data. 


Description of Organization and 
Services 


This describes organizational missions, services, 
objectives’ performance measurements, and ser- 
vice levels for FY91. 


- Mission statement: The mission statements 
for departments, divisions, and programs are 
fundamental statements of purpose for a unit 
or program. 


Description of Services: These statements 
provide a general overview and examples of 
the major services that are provided by a de- 
partment or division to the public, for public 
facilities, or for other units ef government. 


Objectives: Objectives are major proposed 
accomplishments or activities. Objectives are 
usually more specific than “goals”; they are 
measurable, quantifiable, and time-bound. 
Generally, there is continuity between objec- 
tives from year to year. 


Objectives are numbered roughly in order of 
priority and corresponding criteria and service 
levels can be identified easily. An 
organization’s most fundamental objectives are 
listed first, followed by objectives of a more 
temporary nature. 


Criteria: For every objective defined in the 
program budgets, at least one criterion has 
been defined for measuring performance re- 
garding that objective. 


Criteria are indicators of service provided. 
They include measures of workload, output, 


work or service quality, efficiency, effective- 
ness, and productivity. Some criteria for FY91 
are the same as those in previous years; how- 
ever, many have been refined to measure more 
accurately the objective being pursued. 


FY91 Promised Levels of Service: For each 
criterion, the department or division indicates 
a level of service to be provided during the 
forthcoming fiscal year. The program, divi- 
sion, and department managers have prom- 
ised to produce these service levels given the 
funding and personnel shown in the budget 
for FY91. 


In cases where the service level depends on an 
external factor (for example, the number of tax 
abatements or building permits applied for), 
the promised service level reflects the work- 
load which the program is equipped to handle 
in an efficient and effective manner. 


Departments or divisions report progress toward 
attaining these promised levels of service on a 
monthly basis. This progress is summarized. pub- 
licly in three quarterly reports and in an annual re- 
port. 


Financial Data 


The financial data identify the major groups and 
object codes of expenditures (Personal Ser- 
vices/Overtime, Supplies and Materials/Food Sup- 
plies, etc.) and the historical expenditures and 
proposed appropriations in these groups and ob- 
jects. 


Two financial sheets are used in the FY91 Operat- 
ing Budget. 


History by Object Code: The objects of expendi- 
ture are listed with six expenditure groups. Dollar 
amounts are shown for: 


- FY88 actual expenditure, 
¢ FY89 actual expenditure, 
« FY90 budget appropriation, 
« FY91 appropriation, and 
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-. The difference between the FY90 appropria- 
tion and the FY91 appropriation. 


Program Summary by Object: The expenditure 
objects are listed within the six groups, and the de- 
partment FY91 recommended budget is broken 
down by program, and totaled to the department 
level. 


GLOSSARY OF TERMS 


Account Number; The number by which the Audi- 
tor categorizes an appropriation. For budget pur- 
poses, also known as appropriation code. 


Accrual Basis: The basis of accounting under 
which transactions are recognized when they 
occur, regardless of the timing of related cash 
flows. 


Allotment: The amount which can be expended 
quarterly for personnel as determined by the terms 
of the Tregor legislation. 


Appropriation: The legal authorization to expend 
funds during a specific period, usually one fiscal 
year. In Boston, the City Council is the appropri- 
ating authority. 


Base Budget: A budget which describes the fund- 
ing required to maintain existing levels of service 
or activity. 


Budget: A formal estimate of expenditures and 
revenues for a defined period, usually for one year. 


Budget Amendment: A change from originally 
budgeted quotas; the forms filed by departments 
with the Office of Personnel Management and the 
Office of Budget and Program Evaluation to justify 
these changes. 


Capital Budget: A plan of proposed outlays for ac- 
quiring long-term assets and the means for financ- 
ing those acquisitions. Normally financing is by 
long-term debt. 


Cash basis: A basis of accounting under which 
transactions are recognized only when cash 
changes hands. 


Group 


Personal Services 


Contractual Services 


Supplies and Materi- 
als 


Current Charges and 
Obligaions 


Equipment 


Other 
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Exhibit 
Expenditure Groups, Codes, and Objects 


Code 


0100 


0110 
0120 
0160 
0170 


0210 


0220 
0230 
0250 
0260 


0270 


0280 
0290 


0300 


0320 
0330 


0340 


0350 


0360 


0370 
0390 


0450 


Object 


Permanent Employees 


Emergency Employees 
Overtime 
Unemployment Comp 
Workmen’s Comp 


Communications 
Light,Heat, Power 
Water and Sewer 
Garbage/Waste Removal 


Repairs: Buildings and 
Structures 


Repairs and Service: 
Equipment 
Transport of Persons 


Miscellaneous Contrac- 
tual Services 


Auto Energy Supplies 


Food Supplies 
Heating Supplies and Ma- 
terials 


Household Supplies and 
Materials 


Medical, Dental and Re- 
lated 


Office Supplies and Mate- 
rials 


Clothing Allowance 
Miscellaneous Supplies 
and Materials 


Aid to Veterans 


Equipment Lease/Pur- 
chase 


Indemnification 
Other Current Charges 


Automotive Equipment 


Office Furniture and 
Equipment 


Miscellaneous Equipment 
Special Appropriation 


Structures and Improve- 
ments 


Land and Non-structural 
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Chargeback: A method of assessing departments 
for costs incurred by them for which they are not 
billed directly. Charges for centrex telephone, 
postage, and printing are examples. 


Cherry Sheet: A cherry-colored form showing all 
Commonwealth and county charges and reim- 
bursements to a city or town as certified by the state 
Director of the Bureau of Accounts. 


Collective Bargaining: The process of negotia- 
tions between the city administration and bargain- 
ing units (unions) regarding the salary and fringe 
benefits of City employees. 


Commission: An appointed policy setting body. 
Credit Balance: See departmental deficit. 


Credit Transfer: The transfer of appropriations 
from one object code to another, within a depart- 
ment; the form used to effect such a change. 


Debit Transfer: Moving actual expenditures from 
one object code to another within or between de- 
partments; the form used for such moves. Usually 
used as a correcting entry. 


Department: A major service-providing entity of 
City government, established by law. 


Departmental Deficit: A condition which exists 
when departmental expenditures exceed depart- 
mental appropriations. Also refers to the over- 
expended amount and credit balance. 


Department Income: Income flowing to a specific 
City department, usually as a result of user reve- 
nues applied for services rendered. Parking meter 
charges, building permit fees, and traffic fines are 
examples of departmental income. 


Division: A budgeted sub-unit of a department. . 


Encumbrance: Funds set aside from an appropria- 
tion to pay a known future liability. 


Excise Tax: A tax applying to a specific industry or 
good. The jet fuel tax and the hotel/motel occu- 
pancy tax are examples of excise taxes. 


Expenditure: An actual payment for goods or ser- 
vices received. 


External Fund: Money received by an agency 
which is not generated from City sources, such as 
grants or trusts. 


Fiscal Year: The twelve month financial period 
used by the City which begins July 1 and ends June 
30 of the following calendar year. The City’s fiscal 
year is numbered according to the year in which it 
ends. 


Full-Time Equivalent Position: A concept used to 
group together part-time positions into full time 
units. 


Fund: An independent fiscal and accounting entity 
with a self-balancing set of accounts recording 
cash and/or other resources with all related liabili- 
ties, obligations, reserves, and equities, segregated 
to carry on specific activities or attaining certain 
objectives. Among the fund types used by the City 
are: General, Special, Trust, and Capital. 


GAAP: Generally Accepted Accounting Princi- 
ples. There are twelve basic principles of account- 
ing and reporting applicable to state and local 
governments. These include the use of the modi- 
fied accrual or accrual basis of accounting, as ap- 
propriate, for measuring financial position and 
operating results. These principles must be ob- 
served in order to provide a basis of comparison for 
governmental units. 


Goal: A statement, in general terms, of a desired 
condition, state of affairs, or situation. Goals are 
long-term in nature, and are not usually directly 
measurable in themselves. The establishment of 
goals helps define the mission that agencies need to 


carry out. 


Grant Year: The grant accounting period desig- 
nated by the requirements of a specific grant. 


Headcount: The actual number of full-time or full- 


time equivalent employees in a department at any 
given point in time. The headcount will change 
from time to time as employees are hired or termi- 
nated. 


Line Item: See Object Code. 
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Mission: A fundamental description of what is 
done, including a general overview of the purposes 
and major activities of an agency or program. 


Modified Accrual Basis: The accrual basis of ac- 
counting adapted to the governmental fund type, 
wherein only. current assets and current liabilities 
are generally reported on fund balance sheets, and 
fund operating statements present “financial flow” 
information (revenues and expenditures). Reve- 
nues are recognized when they become both “mea- 
surable” and “available to finance expenditures of 
the current period.” Expenditures are recognized 
when the related fund liability is incurred except 
for a few specific exceptions. All governmental 
funds and expendable trust funds are accounted for 
using the modified accrual basis of accounting. _ 


Object Code: An expenditure classification ac- 
cording to the type of item purchased or service ob- 
tained; for example, emergency employees, 
communications, food,supplies, automotive equip- 
ment. 


Operating Bilder: A legally adopted plan for an- 
ticipated expenditures for personnel, ERG and 
services in one fiscal year. 


Berornance Measure: An indicator of work 
and/or service provided. Measures .can be defined 
for identifying output, work or service quality, ef- 
ficiency, effectiveness, and productivity. 


Program: An organized group of activities, and 
the resources to carry them out, aimed at attaining 
one or more related objectives. 


Program Criterion: A concise description, in 
quantifiable terms, of the levels of output or work 
or service quality promised by program managers 
for the budget identified. ; Duo 


Program Evaluation: The process of comparing 
actual service levels achieved with promised re- 
sults; also refers to assessing, for the purpose of im- 
proving, the way a program works. 


Program Objective: A statement of proposed ac- 
complishments or attainments. Objectives are 
short-term in nature and are measurable. 


Proposition 2 1/2: A state-wide tax limitation ini- 
tiative petition limiting the property tax levy in cit- 
ies and towns in the Commonwealth to 2 1/2% of 
the full and fair cash valuation of the taxable real 
and personal property in that city or town. The 
statute also places an annual growth cap of 2 1/2% 
on the increase in the property tax levy. 


Quota: The planned number of positions which 
can be funded by a department budget. This can 
refer either to specific titles or to the number of per- 
sonnel funded in the entire department. The quota 
of positions will change, from time to time, by 
means of a budget amendment, approved by the 
Office of Budget & Program Evaluation and the 
Office of Personnel Management. The actual num- 
ber of personnel working in a department at any 
one point in time may differ from the quota. 


Reallocation: A transfer by the Mayor of up to $3 
million authorized under the Tregor legislation, 
prior to April 15, to relieve departmental deficits, 
or meet unanticipated financial problems. 


Reserve Fund: An appropriation for aes 
cies. 


Revenue: Income received by the CAs 


Salary Savings: For budget purposes, an amount 
that will be saved from annual turnover of person- 
nel in any department. 


Special Appropriation: An authorization tO ex- 
pend funds for a specific project not encompassed 
by normal operating categories. 


Special Revenue Fund: Used to account for the 
proceeds of specific revenue sources (other than 
special assessments, expendable trusts, or sources 
for major capital projects) that are legally restricted 
to expenditures for specific purposes. A special 
revenue fund is accounted for in the same manner 
as a General Fund. 


STAT: Statutory accounting and reporting which is 
adopted by a legislative body of a governmental 
entity. The method of recording and reporting ac- 
tual expenditures and revenues within a plan of fi- 
nancial operations that establishes a basis for the 
control and evaluation of activities financed 
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through the General Fund. When the budget basis 
and basis of accounting are different, a governmen- 
tal unit usually maintains its records on a budget 
basis. 


State Distributions: All City revenue flowing from 
the state. Major categories include reimbursement 
for loss of taxes, educational distributions and re- 
imbursements, funds for direct education expendi- 
tures, general government reimbursements and 
distributions. 


Sub-Object: A detailed breakdown of an Object 
Code. 


Sub-Program: A sub-program is defined dis- 
cretely, for purposes of managernent, which along 
with other related sub-programs makes up a larger 
program. 


Supplementary Appropriation: An appropriation 
submitted to the City Council after the main budget 
has been approved, which must specify a revenue 
source. 


Third Party Payment: Medical payments, usually 
from an insurance carrier to a health care provider 
on behalf of an injured or infirm party. 


Trust Funds: Funds held by the City in a fiduciary 
role, to be expended for the purposes specified by 
the donor. 


Unliquidated Reserve: A fund established at year 
end, used to pay for goods and services received 
this year, but not billed until next year. 


BUDGET ORGANIZATION AND GLOSSARY 


Ree) 


ate 
: H 


i ae hd 


he ry 


bain 
wh aie ; 
DW ite? 
rf Ria) Pa . 


ae yan bs be 


On 
1am 


ir 
Bee? ||) 


: nn an ; Ai! ae ; 
( i tH HAAG A 

i i) saat is, & i a Hi a ih. i a hl ie bath 

Pepa atRe i e in NP 

Hit 

va i 

nt i 


Ait Wa ii i 
i i ty A ii i nN Dh : pape MG ; 1 i ve 
ae , nk i i i i i Hl a f 


i ea a ae 


De 


i 

i ie 
I 

i : i ; Ht a ae i 

SANTA MR NCINCIO MA 

ith i aye R 


MAH ke RUN HTMUML ARR Etre NC HRN ait rad watg iif 
fi Map et i i NIT Ge ue ae Hi tt | 
a. Le ht. i; iM SCE AANRIRS EN BER OM Hua nh + y ve ay He ibaa RA i 


Noi 


iin 


yi Mh 

i 

ao a oe 

LORCA EAA H eH en i 

i Fan ie i fea Ht iN i i HH 
et Hut lie 
Aa ue 


ct 
vie 
| 


